Oocke 


VOLUME 15, NO. 8 





RELEASES IN THIS ISSUE PAGE 





Securities Act 

Securities Exchange Act 

Public Utility Holding 
Company Act 

Trust Indenture Act 

Investment Company Act 

Investment Advisers Act 

Litigation 


5938, 5949-5953 . . . 428 
14870, 15006-15031 467 


This listing covers releases issued from 7/28/78- 
8/3/78. 


This listing does not affect the legal status of any 
document published in this issue. 





SEC DOCKET INDEX 





VOLUME FOUND IN DOCKET DATED 
| Vol. V, No. 15 

Il Vol. V, No. 16 
HT Vol. VI, No. 3 
IV Vol. VI, No. 15 
V Vol. VI, No. 20 
Vi Vol. Vil, No. 8 
Vil Vol. Vill, No. 15 
Vill Vol. IX, No. 11 
IX Vol. X, No. 11 

X Vol. XI, No. 9 
Xl Vol. XII, No. 12 
Xl Vol. XIll, No. 11 
Xill Vol. XIV, No. 12 


12/3/74 
12/10/74 
1/8/75 
4/22/75 
5/28/75 
7/22/75 
1/28/76 
5/18/76 
10/5/76 
2/8/77 
7/19/77 
11/29/77 
4/25/78 





SIGNIFICANT ITEMS 
RULES 








The following releases relate to self-organization 
rule proposals and/or adoptions. 


34-15014 
34-15016 
34-15018 


34-15019 
34-15020 
34-15022 


34-15031 








34-15015 


35-20655 


AUGUST 15, 1978 


FINAL RULES RELATING TO UNI- 
FORM AND INTEGRATED REPORT- 
ING REQUIREMENTS: DIRECTORS 
AND EXECUTIVE OFFICERS MAN- 
AGEMENT REMUNERATION, LEGAL 
PROCEEDINGS, PRINCIPAL SECU- 
RITY HOLDERS AND SECURITY 
HOLDINGS OF MANAGEMENT (effec- 
tive date September 30, 1978( 


PROPOSED AMENDMENTS TO CER- 
TAIN DISCLOSURE FORMS, RULES 
AND REGULATIONS TO STANDARD- 
IZE AND IMPROVE THE COMMIS- 
SION’S DISCLOSURE REQUIRE- 
MENTS RELATING TO MANAGE- 
MENT REMUNERATION [File No. S7- 
749—Comment Period Expires Sep- 
tember 29, 1978] 


ADOPTION OF MINOR RULE AND 
FORM AMENDMENTS FOR THE PUR- 
POSE OF EITHER CODIFYING CUR- 
RENT ADMINISTRATION PRACTICES 
OR CLARIFYING EXISTING REQUIRE- 


ADVANCE NOTICE OF INTENT TO 
ENGAGE IN RULEMAKING ON THE 
PROVISIONS AND OPERATION OF 
THE LOST AND STOLEN SECURITIES 
PROGRAM AND ON THE REDESIG- 
NATION OF THE SECURITIES 

INFORMATION CENTER, INC. TO 
MAINTAIN AND OPERATE THE DATA 
BASE OF REPORTED MISSING, 
LOST, COUNTERFEIT OR STOLEN 
SECURITIES [File No. S7-611—Com- 
ment Period Expires September 8, 


EXTENSION OF THE COMMENT 
PERIOD ON PROPOSED AMEND- 
MENTS TO THE UNIFORM SYSTEM 
OF ACCOUNTS FOR MUTUAL AND 
SUBSIDIARY SERVICE COMPANIES 
[File No. S7-741—Extended to Octo- 
ber 2, 1978] 
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SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Release No. 5938/August 3, 1978 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 14870/August 3, 1978 


In the Matter of 
JOHN P. O’NEILL 


ORDER INSTITUTING PUBLIC PROCEEDINGS AND 
ACCEPTING RESIGNATION OF ATTORNEY FROM 
PRACTICE BEFORE THE COMMISSION 


The staff of the Commission has advised it that an 
investigation has revealed that John P. O’Neill, an 
attorney practicing in Birmingham, Michigan, while 
serving as corporate counsel for Dimensional Enter- 
tainment Corporation (“‘Dimensional’’), issued an 
opinion letter, on July 30, 1976, with respect to the 
saleability of shares of Dimensional stock which inac- 
curately represented that he had examined all 
necessary and relevant documents prior to the issu- 
ance of such opinion, thereby providing substantial 
assistance to a scheme by which unregistered shares 
of Dimensional stock were sold to the public in 
violation of Sections 5 and 17(a) of the Securities Act 
of 1933 and Section 10(b) of the Securities Exchange 
Act of 1934 and Rule 10b-5 thereunder. In addition, Mr. 
O'Neill participated in the preparation of Dimensional’s 
unaudited financial statements for the six months 
ending April 30, 1976 and failed to properly verify the 
figures contained therein. These statements were 
distributed to Dimensional’s shareholders on July 30, 
1976. The staff has alleged that those financial state- 
ments were materially false and misleading, in vio- 
lation of Section 17(a) of the Securities Act and Section 
10(b) of the Securities Exchange Act and Rule 10b-5 
thereunder, in that they improperly reflected, as 
income from the sale of entertainment properties, 
amounts which would be due from those who had pur- 
chased options to buy such properties, if and when 
such persons exercised the options. For these 
reasons, the Commission finds it appropriate to insti- 
tute public proceedings against John P. O’Neill 
pursuant to Rule 2(e) of the Commission’s Rules of 
Practice. Accordingly, IT |S ORDERED that such pro- 
ceedings be, and they hereby are, instituted. 


Without either admitting or denying any of the 
substantive allegations made with respect to his con- 
duct, Mr. O’Neill has submitted his resignation from 
practice before the Commission in settlement of this 
proceeding. Mr. O’Neill has tendered his resignation 
with the understanding that on May 31, 1979, he will be 
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permitted to reapply for admission to practice before 
the Commission upon a showing that during the pre- 
ceding two years he has taken at least six credits of 
courses dealing with the federal securities laws at an 
accredited law school, and if no adverse information, 
other than that which gave rise to this proceeding, has 
come to the staff’s attention which might bear upon his 
reapplication for admission. Also, as a further 
condition to his reapplication, Mr. O’Neill has agreed 
to demonstrate to the Commission’s satisfaction that 
he is familiar with the registration, antifraud, reporting 
and proxy provisions of the federal securities laws and 
the rules promulgated thereunder. 


In view of the foregoing, the Commission has 
determined that it is appropriate and in the public 
interest to accept Mr. O’Neill’s resignation. 


Accordingly, IT IS ORDERED that the resignation of 
John P. O'Neill from practice or appearance before the 
Commission as an attorney be, and it hereby is, 
accepted, provided that, on May 31, 1979, Mr. O’Neill 
will have the right to reapply for admission to practice 
before the Commission upon a showing that, during 
the preceding two years, he has taken at least six 
credits of courses dealing with the federal securities 
laws at an accredited law school, and if no adverse 
information, other than that which gave rise to this pro- 
ceeding, has come to the staff’s attention which might 
bear upon his reapplication for admission. Also, as a 
further condition to his reapplication, Mr. O’Neill will 
be required to demonstrate, to the Commission’s satis- 
faction, his familiarity with the registration, antifraud, 
reporting and proxy provisions of the federal securities 
laws and the rules promulgated thereunder. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5949/July 28, 1978 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15006/July 28, 1978 


PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20643/July 28, 1978 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10342/July 28, 1978 


[Release Nos. 33-5949, 34-15006, 35-20643; IC-10342] 





UNIFORM AND INTEGRATED REPORTING REQUIRE- 
MENTS: 


DIRECTORS AND EXECUTIVE OFFICERS 


MANAGEMENT REMUNERATION, LEGAL PRO- 
CEEDINGS, PRINCIPAL SECURITY HOLDERS AND 
SECURITIY HOLDINGS OF MANAGEMENT 


Amendments to Disclosure Forms and Regulations 
AGENCY: Securities and Exchange Commission 
ACTION: Final rules. 


SUMMARY: The Commission is amending to certain 
disclosure forms and regulations to standardize and 
improve its disclosure requirements relating to 
directors and executive officers, management 
remuneration, legal proceedings, and principal 
security holders and security holdings of management. 


The amendments incorporate into Regulation S-K four 
new items: Item 3, “Directors and Executive Officers”; 
Item 4, “Management Remuneration and Transactions” 
(with respect to which new amendments have been 
proposed today in Securities Act Release No. 33-5950); 
Item 5, “Legal Proceedings”; and Item 6, “Principal 
Security Holders and Security Holdings of Manage- 
ment.” Forms S-1, S-11, 10, 10-K and 10-Q and 
Schedule 14A have been amended to require that the 
disclosure of these categories of information be pre- 
pared in accordance with these items of Regulation 
S-K to the extent provided in the forms or schedule. 
The amendments include a reduction from ten years to 
five of the description of material events in the 
background of officers and directors currently required 
by these forms. A requirement for disclosure of certain 
additional information relating to litigation involving 
directors and executive officers also has been adopted. 


EFFECTIVE DATE: September 30, 1978. 


FOR FURTHER INFORMATION CONTACT: Steven J. 
Paggioli, Office of Disclosure Policy and Proceedings, 
Division of Co:poration Finance, 202/376-8090, 
Securities and xchange Commission, 500 North 
Capito! Street, Washington, D.C. 20549. 


SUPPLEMENTAL INFORMATION: On November 2, 
1976, the Commission published for comment pro- 
posed amendments to certain disclosure forms pro- 
mulgated under the Securities Act of 1933 (‘‘Securi- 
ties Act”) [15 U.S.C. 77a et. seq., as amended by Pub. 
L. No. 94-29 (June 4, 1975)] and the Securities 
Exchange Act of 1934 (“Exchange Act”) [15 U.S.C. 78a 
et. seq., aS amended by Pub. L. No. 94-29 (June 4, 


1975)}.1 The amendments were proposed to achieve 
increased uniformity and integration of the disclosure 
requirements relating to management background and 
legal proceedings in various disclosure forms and to 
provide more meaningful disclosure regarding the 
backgrounds of the management of publicly held 
companies. In addition, the Commission requested 
comments on the need for and possible format of 
additional disclosure requirements relating to the 
background, qualifications, remuneration, and trans- 
actions of management. 


This release summarizes the amendments proposed in 
Release No. 5758, the comments received on the pro- 
posed amendments2 and the action taken with respect 
thereto. Attention is directed to the text of the amend- 
ments for a more complete understanding of the 
amendments adopted. 


A. INCORPORATION OF FOUR ITEMS INTO 
REGULATION S-K 


A number of the amendments proposed in Securities 
Act Release No. 5758 were intended to make uniform 
the requirements of disclosure items relating to the 
same category of information in the various disclosure 
forms. As proposed, the amendments would require 
identical disclosure in Forms S-1 (17 CFR 239.11), S-11 
(17 CFR 239.18), 10 (17 CFR 249.210), 10-K (17 CFR 
249.310), 10-Q (17 CFR 249.308a), and Schedule 14A 
(17 CFR 240.14a-101) concerning the background of 
directors and executive officers. The amendments 
would also provide conformity and clarification of the 
legal proceedings items of the various forms. 


Most of the commentators who addressed this issue 
approved of the goal of conforming the disclosure 
requirements of the various forms, expressing the view 
that the uniformity would result in savings of time in 
securing interpretations and gathering facts, and 
would enable registrants to concentrate on complex 
disclosure matters, without being distracted by efforts 
to determine reasons for differently worded disclosure 
requirements. Two commentators opposed the stan- 
dardization policy and suggested that uniformity may 
not be desirable because the various forms have 
different purposes and reach distinct persons. 





1 Securities Act Release No. 5758 (November 2, 1976), 
(41 FR 49495). 


2 Comments were received from 77 commentators. The 
comments are available for inspection in File No. 
S7-658. 
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The Commission believes that the coordination of the 
disclosure requirements among forms is desirable. 
Moreover, the Report of the Advisory Committee on 
Corporate Disclosure recommended that the Com- 
mission take steps to assure that disclosure require- 
ments relating to the same categories of information 
are uniform among filings.2 The Commission views the 
uniformity of requirements under the Securities Act 
and the Exchange Act as necessary to integrate fully 
the registration requirements of the Securities Act and 
the periodic reporting requirements of the Exchange 
Act. Only when the disclosures made pursuant to both 
acts are comparable, can filings under one act be freely 
interchangeable with filings under the other. 


Release No. 5758 proposed to begin implementation of 
this policy through a series of amendments to Forms 
S-1, S-11, 10, 10-K and 10-Q and Schedule 14A which 
were intended to make disclosure items relating to 
directors and executive officers and legal proceedings 
more comparable in the various disclosure forms and 
regulations. Since that release was issued, however, 
the Commission has adopted Regulation S-K.4 Regu- 
lation S-K contains specific disclosure requirements to 
be used by registrants in the preparation of registration 
statements, periodic reports and proxy or information 
statements. The various forms under the Acts incor- 
porate the Regulation S-K items by reference. 


In adopting Regulation S-K, the Commission 
expressed its belief that compliance with the Securities 
Acts will be facilitated by the development of a uniform 
disclosure regulation. Further, since Regulation S-K is 
included in the Code of Federal Regulations (CFR), it 
will be revised when CFR is updated to reflect any 
amendments adopted during the year and registrants 
will be able to obtain a current copy of the disclosure 
provisions more easily. Also, the Commission in 
Securities Act Release No. 5893 stated its intention to 
include other items in Regulation S-K in connection 
with future amendments to disclosure provisions. 
Accordingly, rather than include identical item require- 
ments relating to directors and executive officers and 
legal proceedings in each separate form (as proposed 
in Release No. 5758), the Commission has determined, 
in furtherance of its policy of providing more 
uniformity among disclosure forms, to incorporate 





3 See Report of the Advisory Committee on Corporate 
Disclosure to the Securities and Exchange Commis- 
sion House Committee on Interstate and Foreign Com- 
merce, Committee Print 95-30, 1977 at 428-32 [‘Ad- 
visory Committee Report”]. 


4 See Securities Act Release No. 5893 (December 23, 
1977) 42 FR 65554. 
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these items and two additional items relating to 
management remuneration and security ownership of 
certain beneficial owners and management into Regu- 
lation S-K. No substantive changes have been made to 
the two additional items not addressed in Release No. 
5758. The Commission is also incorporating items 
relating to these categories of information into Regu- 
lation S-K to facilitate further integration of the securi- 
ties acts. 


These amendments to Regulation S-K also require 
technical amendments to Forms S-1, S-11, 10, and 
10-K and Schedule 14A of Regulation 14A to provide 
that director and executive officer, management 
remuneration, legal proceeding and security ownership 
information shall be presented in accordance with the 
appropriate provisions of the newly adopted items of 
Regulation S-K. Eventually, the Commission intends 
to include all express substantive disclosure require- 
ments under the securities acts in Regulation S-K 
together with instructions as to which items shall be 
provided in annual reports, quarterly reports, proxy 
statements or registration statements covering a parti- 
cular type of offering. 


The amendments to these forms and Schedule 14A to 
reference a single disclosure item in Regulation S-K 
result in minor and insignificant amendments to the 
disclosure requirements of any particular form, but in 
no respect is any new information not presently 
required in any disclosure form added. In some cases 
the changes simply add clarifying instructions. In 
others, they codify existing staff interpretations or 
expand the availability of exceptions. In view of the 
minor nature of these changes and because these 
amendments simplify the disclosure process and gen- 
erally reduce the burden on registrants, the 
Commission believes that further notice of proposed 
rulemaking is not required. 





5 Item 6 of Regulation S-K, relating to security owner- 
ship, also reflects the Commission’s new beneficial 
ownership rules which were adopted in Securities Act 
Release No. 5925 (April 21, 1978) effective May 30, 
1978, 43 FR 18484. In this regard, an instruction has 
been added to this item to clarify that disclosure of the 
type of beneficial ownership (i.e., sole or shared voting 
or investment power) set forth under Rule 13d-3 under 
the Exchange Act (17 CFR 240.13d-3) is required. Also, 
in Securities Exchange Act Release No. 14970, 43 FR 
31945, July 18, 1978, the Commission proposed several 
substantive amendments to old Schedule 14A Items 3 
and 6. If adopted, these amendments will be made to 
the corresponding Items of and Instructions to Regu- 
lation S-K. 





The amendments to the disclosure requirements of 
specific forms which result from the amendments to 
Regulation S-K are discussed below. 


A. ITEM3. DIRECTORS AND EXECUTIVE OFFICERS 


1. Disclosure Regarding Nominees for Election as 
Directors 


Item 3 of Regulation S-K requires disclosure of certain 
background information about persons nominated to 
serve on the board of directors of the registrant. This 
requirement is not presently specified in Forms S-1, 
S-11, 10, or 10-K, but the information would be 
required pursuant to the materiality standards of Rule 
408 (17 CFR 230.408) under the Securities Act or Rule 
12b-20 under the Securities Exchange Act (17 CFR 
240.12b-20). 


2. Ages of Directors 


Although the appropriate items of Forms S-1, S-11, 10 
and 10-K require disclosure of the ages of directors and 
nominees, Item 6 of Schedule 14A presently does not. 
Item 3 of Regulation S-K will require this information 
and thus be incorporated by reference as part of the 
requirements of Item 6 of Schedule 14A. 


3. Certain Background Information Regarding Execu- 
tive Officers 


Currently Item 11 of Form 10-K prescribes the dis- 
closure requirements concerning executive officers of 
the registrant, and Item 15 prescribes the disclosure 
concerning directors of the registrant. Item 15 is in Part 
ll of Form 10-K. Part Il may be omitted from a filing on 
that form if a definitive proxy statement or a definitive 
information statement which involved the election of 
directors is filed within 120 days after the close of the 
fiscal year, because the information required by Part II 
is substantially the same as that required by Schedule 
14A. The item relating to executive officers is included 
in Part | because, generally speaking, disclosure 
relating to executive officers who are not directors or 
nominees for election as directors is not required by 
Schedule 14A. 


Since information on both directors and executive offi- 
cers is to be prepared in accordance with Item 3 of 
Regulation S-K and Item 15 in Part Il of Form 10-K will 
be amended to reference this item, a clarifying instruc- 
tion has been added. Information on executive officers 
called for by Item 3 will not be requirec in proxy or 
information statements prepared pursuant to Schedule 
14A if such information is furnished in a separate item, 
captioned Executive Officers of the Registrant, and 
included in Part | of Form 10-K. 


B. MANAGEMENT REMUNERATION AND 
TRANSACTIONS 

Currently Forms S-1, S-11, 10 and 10-K have separate 
items relating to “Remuneration of Directors and Offi- 
cers,” “Options to Purchase Securities,” and “Interest 
of Management and Others in Certain Transactions.” 
Item 4 of Regulation S-K combines all of these cate- 
gories of disclosure under a single caption, “Manage- 
ment Remuneration and Transactions,” which tracks 
the current format of Item 7 of Schedule 14A under the 
Commission’s Proxy Rules. By separate release issued 
today (Securities Act Release No. 33-5950), the Com- 
mission is proposing substantive amendments to the 
disclosure requirements of new Item 4. The adoption of 
Item 4 is intended to standardize in one item existing 
disclosure requirements regarding management 
remuneration and transactions. Any further changes in 
these disclosure requirements may thus be effected 
through the amendment of one uniform item. 


a) Raising Dollar Threshold for Disclosure of Certain 
Types of Remuneration and Transactions 


Item 4 of Regulation S-K establishes $40,000 as the 
uniform threshold or floor for disclosure of salaries of 
individual directors and the three highest paid officers 
of the registrant. This has the effect of raising the 
threshold in Form S-11 which is currently $30,000, but 
corresponds with existing requirements in the other 
forms and Schedule 14A. Similarly the thresholds for 
disclosure of certain transactions with management 
and certain outstanding options and options activity is 
standardized in Regulation S-K at $40,000 rather than 
the current $30,000 threshold in Forms S-1 and S-11. 


5. Options 


a) Options Granted or Exercised During the 
Previous Fiscal Year 


Forms S-1, S-11, and 10 currently require information 
only with respect to options outstanding immediately 
prior to the filing of the registration statement. They 
also require a description of the plan pursuant to which 
the options were granted. Item 4 of Regulation S-K 
requires disclosure of options granted or exercised 
during the previous fiscal year (if the total market value 
of the securities called for by the options granted or 
exercised exceeds $40,000) but deletes the existing 
requirement to disclose the provisions of the plan. 


b) Options Relating to More Than One Class of 
Securities 


Instruction 4 to Paragraph (d) of Regulation S-K, Item 4 
requires options information to be given separately for 
each class of securities. There is no comparable 
instruction in Forms S-1 or S-11 under the Securities 
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Act or Form 10 under the Securities Exchange Act and 
Schedule 14A. However, it is an existing instruction to 
Form 10-K. The instruction was proposed as amend- 
ment to Schedule 14A in Release No. 5758 and the 
commentators generally did not oppose it. 


6. Indebtedness to the Registrant 


The information required by paragraph (e) of Item 4 of 
Regulation S-K relating to directors, nominees and 
officers’ indebtedness to the registrant is not presently 
required in the text of Form S-1 or S-11. It is an existing 
requirement of Form 10, Form 10-K and Schedule 14A. 
Further, it is required in Schedule IV to the financial 
statements prescribed by Rule 12-05 of Regulation S-X 
(17 CFR 210.12-05). 


7. Certain Transactions In Which Management has an 
Interest 


Although both Forms S-1 and S-11 require disclosure 
of transactions of the registrant in which management 
has an interest, the instructions in Regulation S-K 
track the instructions in Form 10, 10-K and Schedule 
14A which are more precise than those in Forms S-1 
and S-11. In addition, Form S-11 currently requires 
some management transactions information to be 
reported for a five year period. Instruction 6 to Item 4(f) 
of Regulation S-K reduces the period covered to three 
years, in conformity with Forms S-1 and 10. 


8. Transactions with Pension Funds 


Paragraph (g) of Regulation S-K Item 4 requires dis- 
closure of material transactions of the registrant’s 
pension, retirement, savings, or similar plans in which 
management has an interest. This information is not 
presently required by Forms S-1 or S-11 but is required 
by Forms 10 and 10-K and Schedule 14A. 


C. DISPOSITION OF THE AMENDMENTS 
PROPOSED IN RELEASE NO. 5758 


In addition to amendments to disclosure requirements 
resulting from incorporation of disclosure require- 
ments into Regulation S-K, summarized above, the 
Commission has adopted certain of the amendments 
proposed in Release No. 5758. These amendments 
relate to disclosure about directors and executive 
officers, and legal proceedings. For the reasons 
expressed above, these amendments are incorporated 
into Regulation S-K. These amendments and the dis- 
position of other proposals in Release No. 5758 which 
are not adopted at this time are discussed below. 


1. Information Concerning Directors and Candidates 
for the Board 
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Information Concerning Directors and Nominees 


In Securities Act Release No. 5758 (November 2, 1976) 
the Commission published for comment proposed 
amendments to Forms S-1, S-11, 10 and 10-K and 
Schedule 14A designed to provide investors with more 
comprehensive information about the qualifications 
and affiliations of directors who serve on the boards of 
public companies. The proposals would have required 
disclosure of all other directorships held by each direc- 
tor (or, in the case of proxy statements, each nominee 
and each director whose term of office would continue 
after the annual meeting of shareholders), on the board 
of any other company with a class of securities regis- 
tered pursuant to Section 12 of the Securities 
Exchange Act, subject to the requirements of Section 
15(d) of that Act, or registered as an investment 
company under the Investment Company Act of 1940 
[15 U.S.C. 80a et seq.]. Disclosure of all committee 
memberships held be each director on the registrants 
board of directors also would have been required. 


A majority of commentators who responded to the 
Commission’s request for comments in Securities Act 
Release No. 5758 criticized the proposal to require dis- 
closure of all directorships on public companies held 
by a registrant’s directors. It was suggested that the 
proposal would require disclosure of a substantial 
volume of information irrelevant to an assessment of 
an individual director’s qualifications to manage the 
affairs of a particular registrant. Furthermore, several 
persons criticizing the proposal noted that director- 
ships are not comparable since the amount of time 
devoted or expertise necessary to function effectively 
as a director can vary greatly from company to 
company. It was also suggested that such disclosure 
might result in undue emphasis being placed on direc- 
tors’ “connections” which could result in the selection 
of board nominees on the basis of other prestigious 





6 The subject of disclosure of committee assignments 
was explored in depth as part of the Commission’s Re- 
examination of Rules Relating to Shareholder 
Communications, Shareholder Participation in the 
Corporate Electoral Process and Corporate Governance 
Generally. See, Securities Exchange Act Release Nos. 
13482 and 13901 (April 28 and August 29, 1977). As a 
result of that proceeding, the Commission published 
for comment a proposed amendment to Schedule 14A 
to require disclosure of information relating to the 
existence, composition, frequency of meetings of 
issuers’ audit nominating and compensation commit- 
tees. See, Securities Exchange Act Release No. 14790 
(July 18, 1978) 43 FR 31945. That proposal supersedes 
the proposal relating to committee memberships 
described herein. 





directorships held, and that the adoption of such a 
requirement might discourage some persons from 
accepting directorships on the boards of public 
companies. 


In Securities Exchange Act Release No. 13482 (April 
28, 1977), 42 FR 23901 (May 11, 1977) the Commission 
announced its intention to conduct a broad re- 
examination of its rules relating to shareholder 
communications, shareholder participation in the 
corporate electoral process and corporate governance 
generally. The release solicited written comments on a 
number of questions, including whether additional dis- 
closure relevant to an assessment of the quality and 
integrity of management should be included in cor- 
porate proxy statements. Subsequently, the Commis- 
sion published a second release©4 announcing the 
schedule for public hearings and setting forth a’ re- 
statement of the issues to be considered based on the 
public comments which had been received. In this 
release, the Commission requested comments and 
testimony concerning the extent to which disclosure of 
certain other board memberships and outside activities 
of nominees would reflect potential conflicts of 
interest or give any indication of the time available for 
services to the issuer. 


In responding to this question a number of commen- 
tators opined that unless a person occupies an inord- 
nate number of other directorships and_ similar 
positions, disclosure of such outside activities would 
not give any meaningful indication of the time that 
person would have available to devote to the affairs of 
the issuer. Several commentators, however, expressed 
the view that disclosure of other board memberships, 
would be indicative of potential conflicts of interest. In 
addition, some commentators suggested that identifi- 
cation in the proxy statement of other corporations on 
which nominees serve as directors would, to some 
extent, help shareholders assess their qualifications to 
serve the issuer. 


The Commission has concluded that information 
relating to other directorships held is useful to 
investors and shareholders in assessing the qualifi- 
cations, business experience, and potential conflicts 
of interest of persons who serve on the boards of 
public companies. For this reason the Commission has 
determined to adopt the amendments requiring dis- 
closure of all other directorships in the form proposed 
in Securities Act Release No. 5758 (November 2, 1976). 
This disclosure requirement has been incorporated in 
Item 3 of Regulation S-K. 





68 Securities Exchange Act Release No. 13901 (August 
29, 1977), 42 FR 44860 (September 7, 1977). 


a. Events Material to the Integrity and Background of 
Management 


1) Summary of Proposals 


In Release No. 5758 the Commission made several pro- 
posals to amend the existing requirements for dis- 
closure about the background of officers and directors 
material to an evaluation of management. It proposed 
substantive amendments to provide additional infor- 
mation about litigation in which officers and directors 
had been involved. It proposed to limit the period of 
time covered by these disclosure requirements to the 
five years prior to filing, rather than the existing ten 
year requirement. Finally, it proposed to require this 
information in proxy statements, and registration 
statements on Form S-11, in addition to Forms S-1, 10, 
and 10-K. 


The substantive proposals would require information 
about injunctions prohibiting directors and officers 
from engaging in any type of business including: (i) 
injunctions prohibiting specified persons from 
engaging in any type of business practice; (ii) 
injunctions prohibiting specified persons from future 
violations of federal or state securities laws; and (iii) 
civil actions in which specified persons were found to 
have violated any federal or state securities laws. The 
Commission also proposed amendments to require 
disclosure of not only court order, judgment or decree 
enjoining such persons from acting in certain capaci- 
ties (e.g., as an investment advisor, or as an under- 
writer) but also to require disclosure of any such order, 
judgment, or decree restricting such activities. 


2) Nature of Comments 


The commentators generally approved the reduction of 
the ten year period for which reporting of events in 
management background is required, although they 
suggested that the amendments make clear when the 
five year period would begin to run. 


The proposals to expand the categories of background 
events, however, were generally criticized by the 
commentators. The criticisms were couched largely in 
general terms which questioned the materiality or use- 
fulness of the information to investors particularly in 
view of the possibility that the disclosure could be 
quite lengthy. A number of commentators questioned 
the fairness of the proposed disclosures in view of the 
pejorative connotations which attach to violations of 
laws. This was viewed as being particularly unfair in 
those cases when the individual concerning whom the 
disclosure is made had no significant responsibility for 
the event being reported. For example, it was sug- 
gested that it was unfair to require disclosure of past 
association with a firm which has filed a petition under 
the bankruptcy laws, because an officer or director 
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might have been hired at a late date to try to solve the 
corporation’s problems or may have been affiliated 
with a profitable division. Commentators suggested 
revision of the proposals to require disclosure only in 
those cases in which the specified person was a named 
party in the action. Several commentators also 
questioned the fairness to the individuals concerned of 
existing requirements to disclose pending criminal 
proceedings. It was suggested that it is unfair to 
require disclosure of a pending criminal proceeding 
because that represents a guiity-until-proven-innocent 
approach on the Commission’s part. Several commen- 
tators suggested that only criminal proceedings 
relating to fraud or the conduct of business should be 
required to be disclosed. 


Commentators also criticized the proposed amend- 
ments which would require disclosure of consent 
orders or settlements, arguing that such disclosure 
might discourage settlement of cases; that it would be 
unfair for settlement of cases to be subjected to the 
unforeseen, retroactive collateral consequences of 
such disclosure; and that it would be unfair to stigma- 
tize an individual where there have been no findings of 
fact about his conduct. 


Several commentators criticized the proposed require- 
ment that registrants describe any orders, judgments, 
or decrees enjoining an officer or director from 
“engaging in any type of business practice” because 
that phrase was undefined and because many injunc- 
tions relate to business matters which do not reflect on 
an individual’s integrity. 


3. Commission Action 


The Commission believes that information reflecting 
on the integrity of management is material to invest- 
ment and corporate suffrage decision-making. The 
Commission believes that an evaluation of manage- 
ment is an important part of those decision making 
processes.’ Because information reflecting on 





7 See SEC v. Jos. Schlitz Brewing Co. [ED Wis, No. 
77-C-497 June 7, 1978], CCH Fed. Sec. L. Reg. § 96,464 
[current binder]; Advisory Committee Report at 
269-304, where it is reported that 54% of the respon- 
dents in its survey of individual investors identify 
information reflecting on the quality of management as 
extremely useful. Thirty-three percent indicated that 
such information was relatively inaccessible. The 
Advisory Committee reports that financial analysts 
also identify the information as important to their 
evaluation of the Company as an investment opportu- 
nity. See also, Securities and Exchange Commission, 
“Report on Questionable and Illegal Corporate Pay- 
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management ability and integrity is, in part, subjective, 
it is difficult to articulate a meaningful, well- 
functioning objective disclosure requirement which 
will elicit it. The Commission believes that the cate- 
gories of information about officers’ and directors’ 
involvement in litigation proposed in Release 5758 are 
material to investors. They represent factual indicia of 
past management performance in areas of investor 
concern. Bankruptcy, injunctions (whether litigated or 
entered into by consent), and violations of the securi- 
ties iaws reflect on management’s competence and 
integrity. Furthermore, it appears to the Commission 
that many of the concerns expressed by the commen- 
tators may be alleviated by explanation. Registrants 
are permitted to explain any mitigating circumstances 
surrounding consent orders, decrees or reflecting 
judgments or to explain why inferences should not be 
drawn from prior affiliations with a business associ- 
ation which has filed under the bankruptcy statute. 


For these reasons the Commission has determined to 
adopt the substance of the proposals to require dis- 
closure of the three additional categories of events. 
This requirement has been incorporated in Item 3 of 
Regulation S-K. Also, the period of time for which 
events must be reported has been reduced from ten to 
five years. It should be noted, however, that the five 
year period is a guide to disclosure and that events 
occurring outside this period may be material and 
should be disclosed. 


Certain revisions have been made to the requirements 
incorporated in Item 3 in response to comments 
received on the amendments proposed in Release No. 
5758. 


(i) Item 3 makes it clear that disclosure of criminal 
convictions, criminal proceedings, orders, judgments, 
etc. is required only where the executive officer, direc- 
tor, or nominee for election as a director is a named 
party in the legal proceeding. 


(ii) Item 3 specifically provides that the 5 year period 
begins to run on the date when the final order, judg- 
ment, or decree was entered, and with respect to bank- 
ruptcy petitions, the date of filing for uncontested 
petitions or the date upon which approval of a 
contested petition became final, or the date on which 
any rights or appeal from preliminary orders, judg- 
ments, or decrees have lapsed. 





ments and Practices,” submitted to the Senate 
Banking, Housing, and Urban Affairs Committee, May 
12, 1976 at 19-20, Wheat Report at 93-95. 


8 See Wheat Report at 94. 





(iii) An instruction to Item 3 indicates that the regis- 
trant is permitted to explain any mitigating circum- 
stances surrounding consent orders, decrees, judg- 
ments, or petitions filed under the bankruptcy act. 


b. Disclosure About Significant Persons Who Are Not 
Officers or Directors 


The Commission in Release No. 5758 proposed an 
amendment to the instructions to Item 16 of Form S-1, 
Item 19 of Form S-11 and Item 6 of Form 10 which 
define “executive officer” to require that the specified 
identity and background information also be disclosed 
about persons employed by the registrant who are not 
executive officers but who make or are expected to 
make significant contributions to the business of the 
registrant. The requirement for disclosure of this infor- 
mation would have been accomplished by deletion of 
an existing exception in Form S-1 for reporting 
companies and Section 12(g)(2)(G) insurance com- 
panies. 


This proposal was criticized because it would have 
eliminated the exemption. It was suggested that the 
disclosure only be limited to the present requirement 
for newly public companies, since their success is, toa 
large extent, contingent upon retaining such persons. 
The Commission believes the comments have merit 
and the exception for reporting companies and certain 
insurance companies will be retained in the Regulation 
S-K Item. 


c. Definition of Family Relationship 


The Commission also proposed to amend Instruction 1 
of Item 15 of Form 10-K to provide that Instruction 3 to 
Item 11, “Executive Officers of the Registrant,” which 
defines the term “family relationship” as it relates to 
relationships between executive officers as “any 
relationships by blood, marriage or adoption, not 
more remote than first cousin,” also applies to Item 15, 
“Directors of the Registrant.” The substance of this 
proposal is = and incorporated into Item 3 of 
Regulation S-K. 





9 Although the substance of this proposal has been 
adopted in Item 3 of Regulation S-K, Securities 
Exchange Act Release 14970, July 18, 1978, 43 FR 
31945 proposed an amendment to old Item 6(a)(6) of 
Schedule 14A which relates in part to the definition of 
“family relationship” for purposes of the proxy rules. If 
adopted, this proposal and certain other amendments 
proposed in that release will be effected in conformity 
with the Regulation S-K format. 


2. Management Remuneration—New Regulation S-K 
Item 4 


Item 17 of Form S-1, Item 20 of Form S-11, Item 7 of 
Form 10, item 16 of Form 10-K and item 7 of Schedule 
14A require disclosure in such forms “as to all direct 
remuneration paid by the registrant and its subsidiaries 
during the registrant’s last fiscal year” to each director 
whose aggregate direct remuneration exceeded that 
amount. The Commission proposed to amend these 
items to require disclosure of all direct remuneration 
paid by the registrant and its affiliates. If it had been 
adopted, this amendment would have resulted in dis- 
closure about remuneration paid not only by a regis- 
trant and/or its subsidiaries, but also its parents, 
control persons, and other affiliates of the registrants. 


Commentators indicated that in their views the pro- 
posal was overboard and confusing because of uncer- 





10 Apart from the matters discussed in this release the 
Commission is proposing substantive revision of these 
disclosure requirements in the various forms which 
relate to management remuneration. See Securities Act 
Release No. 5950. If adopted, these substantive 
amendments will be included in Item 4 of Regulation 
S-K. The amendments adopted today are non- 
substantive and are intended to set in place a uniform 
disclosure item relating to management remuneration 
in the Regulation. The interpretations set forth in 
Securities Exchange Act Release Nos. 5856 (August 
18, 1977) 42 FR 43058 and 5904 (February 6, 1978) 43 
FR 6060, relating to management perquisites are appli- 
cable to Item 4 of Regulation S-K. Moreover, Release 
5758 raised a number of other issues related to 
management background and compensation. The 
Commission specifically invited comment on the need 
for and possible content of additional disclosure 
requirements relating to management compensation 
plans. Comments were also invited on the need for and 
possible format of additional disclosures concerning 
certain transactions involving the issuer and its 
subsidiaries and as to whether the current exception 
from disclosure of transactions with management 
where the interest of specified persons is solely that of 
a director of another corporation which is a party to the 
transaction, where the transaction involves services as 
a bank depository of funds, transfer agent, registrant, 
trustee under a trust indenture, or similar services, or 
where the transaction involves a loan and the issuer for 
any of its subsidiaries as primarily engaged in the 
business of lending should be deleted. These matters 
and the comments received thereon are being 
considered in the context of the Commission’s review 
of the substantive remuneration disclosure require- 
ments. Accordingly, the proposals are being 
withdrawn. 
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tainty over the definition of affiliate, and that it was 
unclear what purpose was served by the disclosure. 
Some commentators suggested that if the purpose of 
the proposal is to provide comparative remuneration 
information, or indicate other demands on time, remu- 
neration received from non-affiliated persons would 
also be relevant. They also suggested that this kind of 
information already should be reported under the 
requirement to disclose the interest of management 
persons in certain transactions. 


The proposal also was criticized as raising problems 
concerning remuneration paid by affiliates to officers 
and directors of registrants with foreign affiliates 
because such information is not presently required to 
be reported in foreign countries. Others indicated that 
mutual funds would be required to report remuneration 
paid by a mutual fund’s investment adviser to its direc- 
tors and officers and that this might be misleading 
because of the unique relationship between the fund 
and its adviser. 


In view of these comments and because the issue of 
disclosure of management remuneration is one that is 
currently under review by the Commission, the Com- 
mission has determined not to adopt this amendment. 


The Commission also proposed to amend Item 7 of 
Schedule 14A to require that if any part of the remu- 
neration paid to officers and directors was paid 
pursuant to a material bonus or profit-sharing plan, the 
plan and the basis upon which officers and directors 
participate should be described briefly, and to require 
information regarding options to be given for each 
class of securities to which the options relate. 


No comments were received on the proposal relating to 
options and it is adopted and incorporated into Regu- 
lation S-K Item 4 “Management Remuneration.” There 
was some criticism of the proposed requirement 
relating to bonus or profit-sharing plans. It was 
suggested that “brief” descriptions could be subject to 
allegations of incompleteness and that such dis- 
closures detracted from what shareholders were being 
asked to vote on. However, the Commission believes 
that a description of bonus and profit-sharing plans is 
important to a shareholder's understanding of the 
management compensation package and believes that 
this requirement is reasonable and that compliance is 
practicable. Accordingly, it has determined to adopt 
this proposal and incorporate it in Item 4 of Regulation 
S-K. 


5. Pending Legal Proceedings—New Regulation S-K 
Item 5 


a) Summary of Proposals 
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In Release No. 5758 the Commission proposed amend- 
ments to the items of various forms requiring dis- 
closure of material pending legal proceedings [Item 12 
of Form S-1, Item 16 of Form S-11; Item 10 of Form 10, 
Item 5 of Form 10-K, Item 1(a) of Part Il of Form 10-Q] 
which would conform the language in all applicable 
forms but would not impose any new substantive dis- 
closure requirements as indicated above. These pro- 
posals have been adopted and incorporated in Item 5 of 
Regulation S-K. 


b) Comments 


The commentators did raise severa! issues with respect 
to the consequences these conforming amendments 
would have with respect to quarterly reporting on Form 
10-Q. First, they suggested that to require disclosure 
of all pending lawsuits each quarter would result in 
duplicative reporting. A number of commentators also 
objected to the proposal to require disclosure of pro- 
ceedings known to be contemplated by government 
authorities in quarterly reports. The commentators 
asserted that this proposal would increase costs and 
risks of error because companies would be required to 
determine on a more or less continuous basis what the 
government was contemplating. 


c) Commission Response 


In response to the first criticism the Commission has 
added an instruction to Item 1(a) of Part Il of Form 10-Q 
to provide that a pending legal proceeding need only be 
reported in the 10-Q for the quarter in which it first 
becomes a reportable event and in subsequent quarters 
in which there have been material developments. The 
instruction also provides that subsequent 10-Q filings 
in the same fiscal year shall contain a reference to 
previous Form 10-Q’s in which pending legal pro- 
ceedings were reported. An existing provision of Form 
10-Q is retained to elicit disclosure as to material legal 
proceedings commenced and terminated during the 
period covered by the report. This together with a 
discussion of all pending proceedings in each Form 
10-K should assure adequate reporting of pending liti- 
gation and at the same time minimize any duplicative 
reporting. 


The Commission carefully considered the second 
criticism and has determined to retain the requirement 
to disclose any “proceeding known to be contemplated 
by governmental authorities” and incorporate it into 
Regulation S-K. The Commission believes that the 
commentators who criticized this language failed to 
recognize that only “material” proceedings “known” by 
the registrant to be contemplated need be reported. It 
appears to the Commission that these qualifications 


sufficiently assure the reasonableness of the require- 
ment. 





(d) Disposition of Other Legal Proceedings Proposals 


The Commission also proposed in Release No. 5758 to 
amend Item 7 of Schedule 14A to add a new Item 7(h). 
That Item would require a brief description of any 
material pending legal proceedings in which any 
director, officer, or affiliate of the issuer, any nominee 
for election as director, any person owning more than 
10 percent of the issuer’s outstanding voting 
securities, or any associate of such person is a party 
adverse to the registrant or any of its subsidiaries. The 
substance of this proposal has been adopted and in- 
corporated into Item 5 of Regulation S-K, with a revised 
5 percent ownership figure to reflect the current 
beneficial ownership reporting requirements in the 
forms. 


The Commission invited public comment as to whether 
it would be appropriate in the public interest or for the 
protection of investors to provide an exemption from 
the proposed Item 7(h) for disclosure relating to civil 
actions brought in connection with proxy contests 
against issuers or nominees for election as directors 
and, if so, under what conditions. Some commentators 
who addressed this issue favored an exemption for 
litigation arising out of proxy contests. Others favored 
disclosure only of material or non-frivolous litigation. 
The Commission has determined not to add an in- 
struction exempting litigation arising out of proxy 
contests, because it believes the materiality standard 
sufficiently distinguishes the type of litigation which is 
required to be disclosed. in addition, in Securities Ex- 
change Act Release No. 14970, 43 FR 31945, The 
Commission proposed an amendment to former Item 
3(b)(6) of Regulation 14A, which calls for a description 
of election contest settlements. "1 If adopted, this pro- 
vision will be made applicable to proxy and information 
statements through appropriate instructions in 
Regulation S-K and possibly incorporated into the 
Regulation so as to require this information in ail 
documents that reference the Regulation. 


D. CERTAIN FINDINGS 


As required by Section 23(a)(2) of the Exchange Act, 
the Commission has specifically considered the im- 
pact which the amendments adopted herein would 
have on competition and has concluded that they 
impose no significant burden on competition. In any 
event, the Commission has determined that any 
possible burden will be outweighed by, and is 
necessary and appropriate to achieve, the benefits of 
these amendments to investors and registrants. 





11 Securities Exchange Act Release No, 14970, 43 FR 
31945, July 18, 1978. 


E. EFFECTIVE DATE 


These amendments are effective for documents filed 
with the Commission after September 30, 1978. 


F. AMENDMENTS 


(REGULATION S-K) 


1. §229.20 is amended by adding four additional 
items as set forth below: 


PART 229—STANDARD INSTRUCTIONS FOR FILINGS 
FORMS UNDER SECURITIES ACT OF 1933 AND 
SECURITIES EXCHANGE ACT OF 1934 


* 7 * 


§229.20 Information Required in Document 


* * * * * 


§229.20.3 Item 3. Directors and executive officers. 


(a) Identification of directors. List the names and 
ages of all directors of the registrant, and all persons 
nominated or chosen to become directors; indicate all 
positions and offices with the registrant held by each 
such person; state his term of office as director and 
any period(s) during which he has served as such; 
briefly describe any arrangement or understanding 
between him and any other person or persons (naming 
such person(s) pursuant to which he was or is to be 
selected as a director or nominee. 


Instructions. 1. Do not include arrangements or 
understandings with directors or officers of the 
registrant acting solely in their capacities as such. 


2. Nonominee or person chosen to become a director 
who has not consented to act as such should be named 
in response to this item. In this regard, with respect to 
proxy statements, see Rule 14a-4(d). 


3. If the information called for by Item 3(a) is being 
presented in a proxy or information statement, no 
information need be given respecting any director 
whose term of office as a director will not continue 
after the meeting to which the statement relates. 


4. With regard to proxy statements in connection 
with action to be taken concerning the election of 
directors, if fewer nominees are named than the num- 
ber fixed by or pursuant to the governing instruments, 
state the reasons for this procedure and that the 
proxies cannot be voted for a greater number of 
persons than the number of nominees named. 
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5. With regard to proxy statements in connection 
with action to be taken concerning the election of 
directors, if the solicitation is made by persons other 
than management, information should be given as to 
nominees of the persons making the solicitation. In all 
other instances, information should be given as to 
directors and persons nominated for election or chosen 
by management to become directors. 


(b) Identification of executive officers. List the names 
and ages of all executive officers of the registrant and 
all persons chosen to become executive officers; indi- 
cate all positions and offices with the registrant held 
by each such person; state his term of office as officer 
and the period during which he has served as such and 
briefly describe any arrangement or understanding 
between him and any other person pursuant to which 
he was selected as an officer. 


Instructions. 1. Do not include arrangements or 
understandings with directors or officers of the regis- 
trant acting solely in their capacities as such. 


2. No person chosen to become an executive officer 
who has not consented to act as such should be named 
in response to this item. 


3. The term “executive officer” means the president, 
secretary, treasurer, any vice president in charge of a 
principal business function (such as sales, adminis- 
tration, or finance) and any other person who performs 
similar policy making functions for the registrant. 


4. The information regarding executive officers called 
for by Item 3 need not be furnished in proxy or infor- 
mation statements prepared in accordance with 
Schedule 14A by those registrants relying on General 
Instruction H of Form 10-K, provided that such infor- 
mation is furnished in a separate item captioned 
Executive officers of the registrant, and included in 
Part | of the registrant’s annual report on Form 10-K. 


(c) Identification of certain significant employees. 
Where the registrant employs persons such as produc- 
tion managers, sales managers, or research scientists, 
who are not executive officers, but who make or are 
expected to make significant contributions to the busi- 
ness of the registrant, such persons should be identi- 
fied and their background disclosed to the same extent 
as in the case of executive officers. Such disclosure 
need not be made if the registrant was subject to 
Section 13(a) or 15(d) of the Exchange Act, or was 
exempt from Section 13(a) by Section 12(g)(2)(G) of 
that Act, immediately prior to the filing of the regis- 
tration statement, report, or statement to which this 
paragraph is applicable. 


(d) Family relationships. State the nature of any 
family relationship between any director, executive 
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officer, or person nominated or chosen by the regis- 
trant to become a director or executive officer. 


Instruction. The term “family relationship” means 
any relationship by blood, marriage, or adoption, not 
more remote than first cousin. 


(e) Business experience. (1) Give a brief account of 
the business experience during the past five years of 
each director, person nominated or chosen to become 
a director or executive officer, and each person named 
in answer to paragraph (c), including his principal 
occupations and employment during that period and 
the name and principal business of any corporation or 
other organization in which such occupations and 
employment were carried on. When an executive officer 
or person named in response to paragraph (c) has been 
employed by the registrant or a subsidiary of the regis- 
trant for less than five years, a brief explanation should 
be included as to the nature of the responsibilities 
undertaken by the individual in prior positions to pro- 
vide adequate disclosure of his prior business experi- 
ence. What is required is information relating to the 
level of his professional competence which may 
include, depending upon the circumstances, such 
specific information as the size of the operation super- 
vised. 


(2) Directorships. Indicate any other directorships 
held by each director or person nominated or chosen to 
become a director in any company with a class of 
securities registered pursuant to Section 12 of the 
Exchange Act or subject to the requirements of Section 
15(d) of that Act or any company registered as an 
investment company under the Investment Company 
Act of 1940, naming such company. 


(f) Involvement in certain legal proceedings. Describe 
any of the following events which occurred during the 
past five years and which are material to an evaluation 
of the ability or integrity of any director, person nomi- 
nated to become a director or executive officer of the 
registrant: 


(1) A petition under the Bankruptcy Act or any state 
insolvency law was filed by or against, or a receiver, 
fiscal agent or similar officer was appointed by a court 
for the business or property of such person, or any 
partnership in which he was a general partner at or 
within two years before the time of such filing, or any 
corporation or business association of which he was 
an executive officer at or within two years before the 
time of such filing; 


(2) Such person was convicted in a criminal pro- 
ceeding or is a named subject of a pending criminal 
proceeding (excluding traffic violations and other 
minor offenses); 





(3) Such person was the subject of any order, judg- 
ment, or decree, not subsequently reversed, sus- 
pended or vacated, of any court of competent juris- 
diction permanently or temporarily enjoining him from, 
or otherwise limiting the following activities: 


(i) acting as an investment adviser, underwriter, 
broker or dealer in securities, or an an affiliated person, 
director or employee of any investment company, 
bank, savings and loan association or insurance 
company, or engaging in or continuing any conduct or 
practice in connection with such activity; 


(ii) engaging in any type of business practice; or 


(iii) engaging in any activity in connection with the 
purchase or sale of any security or in connection with 
any violation of federal or state securities laws. 


(4) Such person was the subject of any order, judg- 
ment or decree, not subsequently reversed, suspended 
or vacated, of any federal or state authority barring, 
suspending or otherwise limiting for more than 60 days 
the right of such person to engage in any activity 
described in subparagraph (3), above, or to be associ- 
ated with persons engaged in any such activity. 


(5) Such person was found by a court of competent 
jurisdiction in a civil action or by the Commission to 
have violated any federal or state securities law, and 
the judgment in such civil action or finding by the 
Commission has not been subsequently reversed, sus- 
pended, or vacated. 


Instructions. 1. For purposes of computing the five 
year period referred to in this paragraph, the date of a 
reportable event shall be deemed the date on which the 
final order, judgment or decree was entered, or the date 
on which any rights of appeal from preliminary orders, 
judgments, or decrees have lapsed. With respect to 
bankruptcy petitions, the computation date shall be 
the date of filing for uncontested petitions or the date 
upon which approval of a contested petition became 
final. 


2. If any event specified in this subparagraph (f) has 
occurred and information in regard thereto is omitted 
on the ground that it is not material, the registrant may 
furnish to the Commission, at time of filing (or at the 
time preliminary materials are filed pursuant to Rules 
14a-6 or 14c-5 under the Securities Exchange Act of 
1934), as supplemental information and not as part of 
the registration statement, report, or proxy or infor- 
mation statement materials to which the omission 
relates, a description of the event and a statement of 
the reasons for the omission of information in regard 
thereto. 


3. The registrant is permitted to explain any miti- 
gating circumstances associated with events reported 
pursuant to this paragraph. 


4. If the information called for by Item 3(f) is being 
presented in a proxy or information statement, no 
information need be given respecting any director 
whose term of office as a director will not continue 
after the meeting to which the statement relates. 


§229.20.4 


Item 4. Management remuneration and transactions. 
(a) Direct Remuneration. Furnish the following infor- 
mation in substantially the tabular form indicated 
below as to all direct remuneration paid by the regis- 
trant and its subsidiaries during the registrant’s last 
fiscal year to the following persons for services in all 
capacities: 


(1) Each director of the registrant whose aggregate 
direct remuneration exceeded $40,000 and each of the 
three highest paid officers of the registrant whose 
aggregate direct remuneration exceeded that amount, 
naming each such director and officer. 


(2) All directors and officers of the registrant as a 
group, stating the number of persons in the group 
without naming them. 


(A) (B) 
Name of individual or Capacities 
number of in which 
persons in group remuneration 
(specify that the was received 
named persons are 
included in the group) 


(C) 
Aggregate 
direct 
remuneration 





Instructions. 1. Paragraph (a)(1) of this item does not 
apply to any person who was not named as a director or 
officer of the registrant in answer to Item 7 of Form 10 
in the first registration statement filed on that form for 
the registration of a class of securities pursuant to 
Section 12 of the Act, provided (i) such person has not 
been a director or officer of the registrant since the 
filing of such statement and (ii) the same information 
is not otherwise required to be disclosed in material 
filed with the Commission. 


2. Except as provided in Instruction 1, this item 
applies to any person who was a director or officer of 
the registrant at any time during the period specified. 
However, information need not be given for any portion 
of the period during which such person was not a 
director or officer of the registrant. 
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3. The information is to be given on an accrual basis 
if practicable. The tables required by this paragraph (a) 
and paragraph (b) below may be combined if the regis- 
trant so desires. 


4. Do not include remuneration paid to a partnership 
to which any director or officer was a partner, but see 
paragraph (f) below. 


5. If any part of the remuneration shown in response 
to this item was paid pursuant to a material bonus or 
profit-sharing plan, briefly describe the plan and the 
basis upon which directors or officers participate 
therein. See Instruction 1 to paragraph (b) for the 
meaning of the term “plan.” 


6. If the registrant has not completed a full fiscal year 
since its organization or if it acquired or is about to ac- 
quire the majority of its assets from a predecessor 
within the current fiscal year, the information shall be 
given for the current fiscal year, estimating future pay- 
ments, if necessary. To the extent that such remuner- 
ation is to be computed upon the basis of a percentage 
of profits, it will suffice to state such percentage with- 
out estimating the amount of such profits to be paid. 


(b) Annuity, pension, or retirement benefits. Furnish 
the following information in substantially the tabular 
form indicated as to all annuity, pension or retirement 
benefits proposed to be paid to the following persons 
in the event of retirement at normal retirement date 
pursuant to any existing plan provided or contributed 
to by the registrant or any of its subsidiaries: 


(1) Each director or officer named in answer to para- 
graph (a)(1), naming each such person. 


(2) All directors and officers of the registrant who are 
eligible for such benefits, as a group, stating the 
number of persons in the group without naming them. 


See Below 


Instructions. 1. The term “plan” in this paragraph and 
in paragraph (c) includes all plans, contracts, authori- 
zations or arrangements, whether or not set forth in 
any formal document. 


(A) (B) 
Amount set 
aside or accrued 
during registrant’s 


Name of individual 
or number of persons 
in group 


2. Column (B) need not be answered with respect to 
payments computed on an actuarial basis under any 
plan which provides for fixed benefits in the event of 
retirement at a specified age or after a specified 
number of years of service. In such case, Column (A) 
and (C) need not be answered with respect to directors 
and officers as a group. 


3. The information called for by Column (C) may be 
given in the form of a table showing the annual benefits 
payable upon retirement to persons in specified salary 
classifications. 


4. Inthe case of any plan (other than those specified 
in Instruction 2) where the amount set aside each year 
depends upon the amount of earnings of the registrant 
or its subsidiaries for such year or a prior year, or 
where it is otherwise impracticable to state the esti- 
mated benefits upon retirement, there shall be set 
forth, in lieu of the information called for by Column 
(C), the aggregate amount set aside or accrued to date, 
unless it is impracticable to do so, in which case there 
shall be stated the method of computing such benefits. 


(c) Future remuneration. Describe briefly all remuner- 
ation payments (other than payments reported under 
paragraph (a) or (b) of this item) proposed to be made 
in the future, directly or indirectly, by the registrant or 
any of its subsidiaries pursuant to any existing plan or 
arrangement to (1) each director or officer named in 
answer to paragraph (a)(1), naming each such person, 
and (2) all directors and officers of the registrant as a 
group, without naming them. 


Instruction. Information need not be inciuded as to 
payments to be made for, or benefits to be received 
from, group life or accident insurance, group hospitali- 
zation or similar group payments or benefits. If it is 
impracticable to state the amount of remuneration pay- 
ments proposed to be made, the aggregate amount set 
aside or accrued to date in respect of such payments 
shall be stated, together with an explanation of the 
basis for future payments. 


(d) Options, warrants, or rights. Furnish the 
following information as to all options to purchase any 
securities from the registrant or any of its subsidiaries 
which were granted to or exercised by the following 


(C) 
Estimated annual 
benefits upon 
retirement 


last fiscal year 
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persons since the beginning of the registrant’s last 
fiscal year, and as to all options held by such persons 
as of the latest practicable date: (i) each director or 
officer named in answer to paragraph (a)(1), naming 
each such person; and (ii) all directors and officers of 
the registrant as a group, without naming them; 


(1) As to options granted during the period specified 
state (i) the title and aggregate amount of securities 
called for; (ii) the average option price per share and (ii) 
if the option price was less than 100 percent of the 
market value of the security on the date of grant, such 
fact and the market price on such date shall be dis- 
closed. 


(2) As to options exercised during the period 
specified, state (i) the title and aggregate amount of 
securities purchased; (ii) the aggregate purchase price 
and (iii) the aggregate market value of the securities 
purchased on the date of purchase. 


(3) As to all unexercised options held as of the latest 
practicable date (state date), regardless of when such 
options were granted, state (i) the title and aggregate 
amount of securities called for, and (ii) the average 
option price per share. 


Instructions. 1. The term “options” as used in this 
paragraph (d) includes all options, warrants or rights, 
other than those issued to security holders as such on 
a pro rata basis. Where the average option price per 
share is called for, the weighted average price per share 
shall be given. 


2. The extension, regranting or material amendment 
of options shall be deemed the granting of options 
within the meaning of this paragraph. 


3. (i) Where the total market value on the granting 
dates of the securities called for be all options granted 
during the period specified does not exceed $10,000 for 
any officer or director named in answer to paragraph 
(a)(1), or $40,000 for all officers and directors as a 
group, this item need not be answered with respect to 
options granted to such person or group. 


(ii) Where the total market value on the dates of 
purchases of all securities purchased through the exer- 
cise of options during the period specified does not 
exceed $10,000 for any such period or $40,000 for such 
group, this item need not be answered with respect to 
options exercised by such person or group. 


(iii) Where the total market value as of the latest prac- 
ticable date of the securities called for by all options 
held at such time does not exceed $10,000 for any such 
person or $40,000 for such group, this item need not be 
answered with respect to options held as of the speci- 
fied date by such person or group. 


4. If the options relate to more than one class of 
securities the information shall be given separately for 
each such class. 


5. The information called for by this paragraph may 
be furnished in the form of the table set forth in Appen- 
dix A to Schedule 14A wherever it is required. 


6. If the information called for by Item 4(d)(3) is being 
presented in a registration statement filed pursuant to 
the Securities Act of 1933, the information required by 
that subparagraph shall be reported for all options out- 
standing (regardless of who holds them) as of a period 
30 days prior to the date of filing of the registration 
statement. Instructions 1 through 5 do apply. 


(e) Indebtedness of management. State as to each of 
the following persons who was indebted to the regis- 
trant or its subsidiaries at any time since the beginning 
of the last fiscal year of the registrant, (i) the largest 
aggregate amount of indebtedness outstanding at any 
time during such period, (ii) the nature of the indebted- 
ness and of the transaction in which it was incurred, 
(iii) the amount thereof outstanding as of the latest 
practicable date, and (iv) the rate of interest paid or 
charged thereon: 


(1) 
(2) 


(3) Each associate of any such director, officer or 
nominee. 


Each director or officer of the registrant; 


Each nominee for election as a director; and 


Instructions. 1. Include the name of each person 
whose indebtedness is described and the nature of the 
relationship by reason of which the information is 
required to be given. 


2. This paragraph does not apply to any person 
whose aggregate indebtedness did not exceed $10,000 
or 1 percent of the registrant’s total assets, whichever 
is less, at any time during the period specified. 
Exclude in the determination of the amount of 
indebtedness all amounts due from the particular 
person for purchases subject to usual trade terms, for 
ordinary travel and expense advances and for other 
transactions in the ordinary course of business. 


3. Notwithstanding Instruction 2, if the registrant or 
any of its subsidiaries is engaged primarily in the busi- 
ness of making loans and loans to any of the specified 
persons in excess of $10,000 or one percent of its total 
assets, whichever is less, were outstanding at any time 
during the period specified, such loans shall be dis- 
closed. However, if the lender is a bank, such dis- 
closure may consist of a statement, if such is the case, 
that the loans to such persons (i) were made in the 
ordinary course of business, (ii) were made on 
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substantially the same terms, including interest rates 
and collateral, as those prevailing at the time for 
comparable transactions with other persons, and (iii) 
did not involve more than normal risk of collectibility or 
present other unfavorable features. 


4. If any indebtedness required to be described arose 
under Section 16(b) of the Act and has not been dis- 
charged by payment, state the amount of any profit 
realized, that such profit will inure to the benefit of the 
issuer or its subsidiaries and whether suit will be 
brought or other steps taken to recover such profit. If in 
the opinion of counsel a question reasonably exists as 
to the recoverability of such profit, it will suffice to 
state all facts necessary to describe the transaction, 
including the prices and number of shares involved. 


5. If the information called for by Item 4(e) is being 
presented in a registration statement filed pursuant to 
the Securities Act of 1933 or the Securities Exchange 
Act of 1934, the information called for by that para- 
graph shall be presented for the last three years. 


(f) Transactions with management. Describe briefly 
any transactions since the beginning of the registrant’s 
last fiscal year or any presently proposed transactions, 
to which the registrant or any of its subsidiaries was or 
is to be a party, in which any of the following persons 
had or is to have a direct or indirect material interest, 
naming such person and stating his relationship to the 
registrant, the nature of his interest in the transaction 
and, where practicable, the amount of such interest: 


(1) Any director or officer of the registrant; 
(2) Any nominee for election as a director; 
(3) Any security holder who is known to the registrant 


to own of record or beneficially more than five percent 
of any class of the registrant’s voting securities. 


(4) Any relative or spouse of any of the foregoing 
persons, or any relative of such spouse, who has the 
same home as such person or who is a director or offi- 
cer of any parent or subsidiary of the registrant. 


Instructions. 1. No information need be given in 
response to this Item 4(f) as to any remuneration or 
other transaction reported in response to Item 4(a), (b), 
(c), (d) or (e), or as to any transaction with respect to 
which information may be omitted pursuant to Instruc- 
tion 2 to Item 4(b), the instruction to Item 4(c), Instruc- 
tion 3 to Item 4(d) or Instruction 2 or 3 to Item 4(e). 
Instruction 2 to Item 4(a) applies to this item 4(f). 


2. No information need be given in answer to this 
item 4(f) as to any transaction where: 


(a) The rates or charges involved in the. transaction 
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are determined by competitive bids, or the transaction 
involves the rendering of services as a common or con- 
tract carrier, or public utility, at rates or charges fixed 
in conformity with law or governmental authority; 


(b) The transaction involvés services as a bank 
depositary of funds, transfer agent, registrar, trustee 
under a trust indenture, or similar services; 


(c) The amount involved in the transaction or series 
of similar transactions, including all periodic install- 
ments in the case of any lease or other agreement 
providing for periodic payments or installments, does 
not exceed $40,000; or 


(d) The interest of the specified person arises solely 
from the ownership of securities of the registrant and 
the specified person receives no extra or special bene- 
fit not shared on a pro rata basis by all holders of 
securities of the class. 


3. It should be noted that this item calls for dis- 
closure of indirect, as well as direct, material interests 
in transactions. A person who has a position or 
relationship with a firm, corporation, or other entity, 
which engages in a transaction with the issuer or its 
subsidiaries may have an indirect interest in such 
transaction by reason of such position or relationship. 
However, a person shall be deemed not to have a 
material indirect interest in a transaction within the 
meaning of this Item 4(f) where: 


(a) the interest arises only (i) from such person’s 
position as a director of another corporation or organi- 
zation (other than a partnership) which is a party to the 
transaction, or (ii) from the direct or indirect ownership 
by such person and all other persons specified in sub- 
paragraphs (1) through (4) above, in the aggregate, of 
less than a 10 percent equity interest in another person 
(other than a partnership) which is a party to the trans- 
action, or (iii) from both such position and ownership; 


(b) the interest arises only from such person’s 
position as a limited partner in a partnership in which 
he and all other persons specified in (1) through (4) 
above had an interest of less than 10 percent; or 


(c) the interest of such person arises solely from the 
holding of an equity interest (including a limited 
partnership interest but excluding a general partner- 
ship interest) or a creditor interest in another person 
which is a party to the transaction with the registrant or 
any of its subsidiaries and the transaction is not 
material to such other person. 


4. The amount of the interest of any specified person 
shall be computed without regard to the amount of the 
profit or loss involved in the transaction. Where it is 
not practicable to state the approximate amount of the 





interest, the approximate amount involved in the trans- 
action shall be indicated. 


5. In describing any transaction involving the 
purchase or sale of assets by or to the registrant or any 
of its subsidiaries, otherwise than in the ordinary 
course of business, state the cost of the assets to the 
purchaser and, if acquired by the seller within two 
years prior to the transaction, the cost thereof to the 
seller. If the information prescribed by this instruction 
is to be included in a registration statement filed on 
Form S-11, disclose the aggregate depreciation 
claimed by the seller for federal income tax purposes, 
if acquired by the seller within five years prior to the 
transaction. Indicate the principle followed in deter- 
mining the registrant’s purchase or sale price and the 
name of the person making such determination. 


6. If the information called for by item 4(f) is being 
presented in a registration statement filed pursuant to 
the Securities Act of 1933 or the Securities Exchange 
Act of 1934, the period for which the information called 
for shall be reported is the previous three years. 


7. Include the name of each person whose interest in 
any transaction is described and the nature of the 
relationship by reason of which such interest is 
required to be described. Where it is not practicable to 
State the approximate amount of the interest, the 
approximate amount involved in the transactions shall 
be indicated. 


8. Information shall be furnished in answer to this 
item with respect to transactions not excluded above 
which involve remuneration from the registrant or its 
subsidiaries, directly or indirectly, to any of the speci- 
fied persons for services in any capacity unless the 
interest of such persons arises solely from the owner- 
ship individually and in the aggregate of less than 10% 
of any class of equity securities of another corporation 
furnishing the services to the registrant or its subsidi- 
aries. 


9. If the filing to which this item relates is a registra- 
tion statement under the Securities Act, information 
should be included as to any material underwriting dis- 
counts and commissions upon the sale of securities by 
the registrant where any of the specified persons was 
or is to be a principal underwriter or is a controlling 
person, or member, of a firm which was or is to be a 
principal underwriter. Information need not be given 
concerning ordinary management fees paid by under- 
writers to a managing underwriter pursuant to an 
agreement among underwriters the parties to which do 
not include the registrant or its subsidiaries. 


10. The foregoing instructions specify certain trans- 
actions and interests as to which information may be 
omitted in answering this item. There may be situ- 


ations where, although the foregoing instructions do 
not expressly authorize nondisclosure, ihe interest of a 
specified person in the particular transaction or series 
of transactions is not a material interest. In that case, 
information regarding such interest and transaction is 
not required to be disclosed in response to this item. 
The materiality of any interest or transaction, is to be 
determined on the basis of the significance of the 
information to investors in light of all of the circum- 
stances of the particular case. The importance of the 
interest to the person having the interest, the relation- 
ship of the parties to the transaction to each other and 
the amount involved in the transaction are among the 
factors to be considered in determining the signifi- 
cance of the information to investors. 


(g) Transactions with pension or similar plans. 
Describe briefly any transactions since the beginning 
of the registrant’s last fiscal year or any presently pro- 
posed transactions, to which any pension, retirement, 
savings or similar plan provided by the registrant, or 
any of its parents or subsidiaries was or is to be a 
party, in which any of the following persons had or is 
to have a direct or indirect material interest, naming 
such person and stating his relationship to the regis- 
trant, the nature of his interest in the transaction and, 
where practicable, the amount of such interest: 


(1) Any director or officer of the registrant; 


(2) Any nominee for election as a director; 


(3) Any security holder who is known to the registrant 
to own of record or beneficially more than 5 percent of 
the outstanding voting securities of the registrant; 


(4) Any relative or spouse of any of the foregoing 
persons, or any relative of such spouse, who has the 
same home as such person or who is a director or offi- 
cer of any parent or subsidiary of the registrant; or 


(5) The registrant or any of its subsidiaries. 


Instructions. 1. Instructions 2, 3, 4.and 5 to Item 4(f) 
shall apply to this Item 4(g). 


2. Without limiting the general meaning of the term 
“transaction” there shall be included in answer to this 
item any remuneration received or any loans received 
or outstanding during the period, or proposed to be 
received. 


3. No information need be given in answer to para- 
graph (g) with respect to: 


(a) payments to the plan, or payments to benefici- 
aries, pursuant to the terms of the plan; 


(b) payment of remuneration for services not in 
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excess of 5 percent of the aggregate remuneration 
received by the specified person during the registrant’s 
last fiscal year from the registrant and its subsidiaries; 
or 


(c) any interest of the registrant or any of its subsidi- 
aries which arises solely from its general interest in the 
success of the plan. 


§229.20.5 


Item 5. Legal Proceedings. 

Briefly describe any material pending legal pro- 
ceedings, other than ordinary routine litigation inci- 
dental to the business, to which the registrant or any of 
its subsidiaries is a party or of which any of their 
property is the subject. Include the name of the court 
or agency in which the proceedings are pending, the 
date instituted, the principal parties thereto, a descrip- 
tion of the factual basis alleged to underlie the 
proceeding and the relief sought. Include similar infor- 
mation as to any such proceedings known to be con- 
templated by governmental authorities. 


Instructions. 1. If the business ordinarily results in 
actions for negligence or other claims, no such action 
or claim need be described unless it departs from the 
normal kind of such actions. 


2. No information need be given with respect to any 
proceeding which involves primarily a claim for 
damages if the amount involved, exclusive of interest 
and costs, does not exceed 10 percent of the current 
assets of the registrant and its subsidiaries on a 
consolidated basis. However, if any proceeding 
presents in large degree the same issues as other pro- 
ceedings pending or known to be contemplated, the 
amount involved in such other proceedings shall be 
included in computing such percentage. 


3. Notwithstanding Instructions 1 and 2, any material 
bankruptcy, receivership, or similar proceeding with 
respect to the registrant or any or its significant sub- 
sidiaries shall be described. 


4. Any material proceedings to which any director, 
officer or affiliate of the registrant, any owner of record 
or beneficially of more than 5 percent of any class of 
voting securities of the registrant, or any associate of 
any such director, officer or security holder is a party 
adverse to the registrant or any of its subsidiaries or 
has a material interest adverse to the registrant or any 
of its subsidiaries, also shall be described. 


5. Notwithstanding the foregoing, administrative or 
judicial proceedings arising under any federal, state or 
local provisions which have been enacted or adopted 
regulating the discharge of materials into the environ- 
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ment or otherwise relating to the protection of the 
environment shall be deemed “ordinary routine 
litigation incidental to the business” and shall be 
described if such proceeding is material to the busi- 
ness or financial condition of the registrant or if it 
involves primarily a claim for damages and the amount 
involved, exclusive of interest and costs, exceeds 10 
percent of the current assets of the registrant and its 
subsidiaries on a consolidated basis. Any such pro- 
ceedings by governmental authorities shall be deemed 
material and shall be described whether or not the 
amount of any claim for damages involved exceeds 10 
percent of current assets on a consolidated basis and 
whether or not such proceedings are considered “ordi- 
nary routine litigation incidental to the business”; pro- 
vided however, that such proceedings which are similar 
in nature may be grouped and described generically 
stating: the number of such proceedings in each 
group; the issues generally involved; and, if such pro- 
ceedings in the aggregate are material to the business 
or financial condition of the registrant, the effect of 
such proceedings on the business or financial 
condition of the registrant. 


§220.20.6 


Item 6. Security ownership of certain beneficial 
owners and management 


(a) Security ownership of certain beneficial owners. 
Furnish the following information, as of the most 
recent practicable date, in substantially the tabular 
form indicated, with respect to any person (including 
any “group” as that term is used in Section 13(d)(3) of 
the Securities Exchange Act of 1934) who is known to 
the registrant to be the beneficial owner of more than 
five percent of any class of the registrant’s voting 
securities. Show in Column (3) the total number of 
shares beneficially owned and in Column (4) the per- 
cent of class so owned. Of the number of shares shown 
in Column (3), indicate by footnote or otherwise, the 
amount known to be shares with respect to which such 
listed beneficial owner has the right to acquire bene- 
ficial ownership, as specified in Rule 13d-3(d)(1) under 
the Exchange Act. 


(1) (2) (3) (4) 


Amount Percent 
and Nature of of 
Beneficial Class 
Ownership 


Name and 
of Address of 
Beneficial 

Owner 


(b) Security ownership of management. Furnish the 
following information, as of the most recent practic- 
able date, in substantially the tabular form indicated, 
as to each class of equity securities of the registrant or 
any of its parents or subsidiaries other than directors 





qualifying shares, beneficially owned by all directors 
and nominees, naming them and directors and officers 
of the registrant as a group, without naming them. 
Show in Column (2) the total number of shares bene- 
ficially owned and in Column (3) the percent of class so 
owned. Of the number of shares shown in Column (2), 
indicate, by footnote or otherwise, the amount of 
shares with respect to which such persons have the 
right to acquire beneficial ownership as specified in 
Rule 13d-3(d)(1) under the Exchange Act. 


(1) (2) (3) 


Title of Class Amountand Nature Percent of Class 


of Beneficial Ownership 


(c) Changes in control. Describe any arrangements, 
known to the registrant, including any pledge by any 
person of securities of the registrant or any of its 
parents, the operation of which may at a subsequent 
date result in a change in control of the registrant. 


Instructions 1. The percentages are to be calculated 
on the basis of the amount of outstanding securities, 
excluding securities held by or for the account of the 
registrant or its subsidiaries, plus securities deemed 
outstanding pursuant to Rule 13d-3(d)(1) under the 
Exchange Act. 


2. For the purpose of this item, beneficial ownership 
shall be determined in accordance with Rule 13d-3 [17 
CFR 240.13d-3] under the Exchange Act. Include such 
additional subcolumns or other appropriate expla- 
nation of column (3) necessary to reflect amounts as to 
which the beneficial owner has (1) sole voting power, 
(2) shared voting power, (3) sole investment power, (4) 
shared investment power. 


3. The registrant shall be deemed to know the con- 
tents of any statements filed with the Commission 
pursuant to Section 13(d) of the Exchange Act. When 
applicable, a registrant may rely upon information set 
forth in such statements unless the registrant knows 
or has reason to believe that such information is not 
complete or accurate or that a statement or amendment 
should have been filed and was not. 


4. For purposes of furnishing information pursuant to 
paragraph (a), the registrant may indicate the source 
and date of such information. 


5. Where more than one beneficial owner is known to 
be listed for the same securities, appropriate dis- 
closure should be made to avoid confusion. 


6. Paragraph (c) does not require a description of 
ordinary default provisions contained in the charter, 
trust indentures or other governing instruments 
relating to securities of the registrant. 


Instructions 7-9 apply if the information called for by 
this item is being presented in a registration statement 
filed pursuant to the Securities Act of 1933. 


7. If equity securities are being registered in connec- 
tion with, or pursuant to, a plan of acquisition or re- 
organization, readjustment or succession, indicate as 
far as practicable the status to exist upon consum- 
mation of the plan on the basis of present holdings and 
commitments. 


8. If any of the securities being registered are to be 
offered for the account of security holders, name each 
such security holder and state the amount of securities 
owned by him, the amount to be offered for his 
account, and the amount to be owned after the 
offering. 


9. If, to the knowledge of the registrant or any princi- 
pal underwriter of the securities being registered, more 
than five percent of any class of voting securities of the 
registrant are held or are to be held subject to any 
voting trust or similar agreement, state the title of such 
securities, the amount held or to be held and the 
duration of the agreement. Give the names and 
addresses of the voting trustees and outline briefly 
their voting rights and other powers under the agree- 
ment. 


PART 239—FORMS PRESCRIBED UNDER THE 
SECURITIES ACT OF 1933 


PART 249—FORMS, SECURITIES EXCHANGE ACT OF 
1934 , 


a. Items 12, 16, 17, and 18-29 of Form S-1 are 
amended to read as follows: 


§239.11 Form S-1, registration statement under the 
Securities Act of 1933. 


Item 12. Legal Proceedings. 
The description of legal proceedings shall include the 


information required by Item 5 of Regulation S-K, 17 
CFR 229.20. 


Item 16. Directors and Executive Officers. 
The description of directors and executive officers 


shall include the information required by Item 3 of 
Regulation S-K, 17 CFR 229.20. 
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Item 17. 
actions. 


Management Remuneration and Trans- 


The description of remuneration of directors and 
executive officers shall include the information 
required by Item 4 of Regulation S-K, 17 CFR 229.20. 


Item 18. Security Ownership of Certain Beneficial 
Holders and Management. 


The description of security ownership of certain bene- 
ficial owners and management shall include the infor- 
mation required by Item 6 of Regulation S-K, 17 CFR 
229.20. 
Item 19. Financial Statements. 
[No change from former Item 21 of Form S-1]. 

PART II. Information Not Required in Prospectus 
Item 20. Marketing Arrangements. 


[No change from former Item 22 of Form S-1]. 


Item 21. 
bution. 


Other expenses of Issuance and Distri- 


[No change from former Item 23 of Form S-1]. 


Item 22. Relationship with Registrant of Experts 
Named in Registration Statement. 


[No change from former Item 24 of Form S-1]. 
Item 23. Sales to Special Parties. 

[No change from former Item 25 of Form S-i]. 
Item 24. Recent Sales of Unregistered Securities. 
[No change from former Item 26 of Form S-1]. 
Item 25. Subsidiaries of Registrant. 

[No change from former Item 27 of Form S-1]. 
Item 26. Franchises and Concessions. 

[No change from former Item 28 of Form S-1]. 
Item 27. Indemnification of Directors and Officers. 


[No change from former Item 29 of Form S-1]. 


Item 28. Treatment of Proceeds from Stock Being 
Registered. 


[No change from former Item 30 of Form S-1]. 
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Item 29. Financial Statements and Exhibits. 
[No change from former Item 31 of Form S-1]. 


b. Items 16, 18, 19, and 20-32 of Form S-11 are 
amended to read as follows: 


§239.18 Forms S-11, for registration under the 
Securities Act of 1933 of securities of certain real 
estate companies. 


* 


Item 16. Legal Proceedings. 


The description of legal proceedings shall include the 
information required by Item 5 of Regulation S-K, 17 
CFR 229.20. 


Item 18. Security Ownership of Certain Beneficial 
Owners and Management. 


The description of principal security holders and 
security holdings of management shall include the 
information required by Item 6 of Regulation S-K, 17 
CFR 229.20. 


Item 19. Directors and Executive Officers. 


The description of directors and executive officers 
shall include the information required by Item 3 of 
Regulation S-K, 17 CFR 229.20. 


Item 20. Management Remuneration and Trans- 
actions. 


The description of remuneration of directors and offi- 
cers shall include the information required by Item 4 of 
Regulation S-K, 17 CFR 229.20. 


Item 21. Selection, Management and Custody of 
Registrant’s Investments. 


[No change from former Item 22 of Form S-11]. 


Item 22. 
actions. 


Policies with Respect to Certain Trans- 


[No change from former Item 23 of Form S-11]. 
Item 23. Limitations of Liability. 

[No change from former Item 25 of Form S-11]. 
Item 24. Financial Statements. 


[No change from former Item 26 of Form S-11]. 





Part Il Information Not Required in Prospectus. 


Item 25. Other Expenses of Issuance and Distri- 
bution. 


[No change from former Item 27 of Form S-11]. 


Item 26. Relationship with Registrant of Experts 
Named in Registration Statement. 


[No change from former Item 28 of Form S-11]. 
Item 27. Sales to Special Parties. 

[No change from former Item 29 of Form S-11]. 
Item 28. Recent Sales of Unregistered Securities. 
[No change from former Item 30 of Form S-11]. 
Item 29. Subsidiaries of Registrant. 

[No change from former Item 31 of Form S-11]. 
Item 30. Indemnification of Directors and Officers. 


[No change from former item 32 of Form S-11]. 


Item 31. Treatment of Proceeds from Stock Being 
Registered. 


[No change from former Item 33 of Form S-11]. 

Item 32. Financial Statements and Exhibits. 

[No change from former Item 34 of Form S-11]. 

C. Items 5 and 8-16 of Form 10 are amended to read 
as follows: §249.210 Form 10, General form for regis- 
tration of securities pursuant to section 12(b) or (g) of 


the Securities Exchange Act of 1934. 


Item 5. Security Ownership of Certain Beneficial 
Owners and Management. 


* * 


The description of principal security holdings of 
management shall include the information required by 
Item 6 of Regulation S-K, 17 CFR 229.20. 


Item 6. Directors and Executive Officers. 


The description of directors and executive officers 
shall include the information required by Item 3 of 
Regulation S-K, 17 CFR 229.20. 


Item 7. 
actions. 


Management Remuneration and Trans- 


a. The description of remuneration of directors and 
officers shall include the information required by Item 
4 of Regulation S-K, 17 CFR 229.20. 


b. If the registrant was organized within the past five 
years, furnish the following information: 


(1) State the names of the promoters, the nature and 
amount of anything of value (including money, 
property, contracts, options or rights of any kind) 
received or to be received by each promoter directly or 
indirectly from the registrant, and the nature and 
amount of any assets, services or other considerations 
therefor received or to be received by the registrant. 

(2) As to any assets acquired or to be acquired by 
registrant from a promoter, state the amount at which 
acquired or to be acquired and the principle followed or 
to be followed in determining the amount. Identify the 
persons making the determination and state their 
relationship, if any, with the registrant or any 
promoter. if the assets were acquired by the promoter 


within two years prior to their transfer to the registrant, 
state the cost thereof to the promoter. 


Item 8. Legal Proceedings. 

The description of legal proceedings shall include the 
information required by Item 5 of Regulation S-K, 17 
CFR 229.20. 

Item 9. Number of Equity Security Holders. 

[No change from former Item 11 of Form 10.] 

Item 10. Nature of Trading Market. 

[No change from former Item 12 of Form 10.] 

Item 11. Recent Sales of Unregistered Securities. 
[No change from former Item 13 of Form 10.] 

Item 12. Capital Stock to be Registered. 

[No change from former Item 14 of Form 10.] 

Item 13. Debt Securities to be Registered. 

[No change from former Item 15 of Form 10.] 

Item 14. Other Securities to be Registered. 

[No change from former Item 16 of Form 10.]} 

Item 15. 


Indemnification of Directors and Officers. 


[No change from former Item 17 of Form 10.] 
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Item 16. Financial Statements and Exhibits. 
[No change from former Item 18 of Form 10.] 


d. Items 5 and 11-18 of Form 10-K are amended to 
read as follows: 


§249.310 Form 10-K, annual report pursuant to section 
13 or 15d of the Securities Exchange Act of 1934. 


* * * * * 


Item 5. Legal Proceedings. 


The description of legal proceedings shall include the 


information required by Item 5 of Regulation S-K, 17 
CFR 229.20. 


Item 11. Indemnification of Directors and Officers. 
[No change from former Item 12 of Form 10-K.] 


Item 12. Financial Statements, Exhibits Filed, and 
Reports on Form 8-K. 


[No change from former Item 13 of Form 10-K.]} 


Part Il (See General Instruction H) 


Item 13. Security Ownership of Certain Beneficial 
Owners and Management. 


The description of principal security holders and 
security holdings of management shall include the 
information required by Item 6 of Regulation S-K, 17 
CFR 229.20. 


Item 14. 
Registrant. 


Directors and Executive Officers of the 


The description of directors and executive officers 
shall include the information required by Item 3 of 
Regulation S-K, 17 CFR 229.20. 


Item 15. 
actions. 


Management Remuneration and Trans- 


The description of remuneration of directors and offi- 
cers shall include the information required by Item 4 of 
Regulation S-K, 17 CFR 229.20. 

SIGNATURES 


[No change] 


[No change in remainder of Form 10-K.] 


448/SEC DOCKET 


e. Item 1 of Part Il of Form 10-Q is amended to read as 
follows: 


§249.308a Form 10-Q, for quarterly reports under 
section 13 or 15(d) of the Securities Exchange Act of 
1934. 


* * * * 


PART II Other Information 


Instruction 
[No change from current Form 10-Q.] 


Item 1. Legal Proceedings. 

The description of legal proceedings shall include the 
information required by Item 5 of Regulation S-K, 17 
CFR 229.20.5. As to such proceedings which have been 
terminated during the period covered by the report, 
provide similar information, including the date of ter- 
mination and a description of the disposition thereof 
with respect to the registrant and its subsidiaries. 


Instruction. A legal proceeding need only be reported 
in the 10-Q filed for the quarter in which it first became 
a reportable event and in subsequent quarters in which 
there have been material developments. Subsequent 
Form 10-Q filings in the same fiscal year in which a 
legal proceeding or a material development is reported 
should reference any previous reports in that year. 


f. Items 5 through 7 of Schedule 14A are amended to 
read as follows: 


§240.14a-101. Schedule 14A. 
in proxy statement. 


Information required 
* 


Item 5. Voting Securities and Principal 
Thereof 


Holders 


(d) The information required by Item 6(a) of Regu- 
lation S-K, 17 CFR 229.20 shall be reported pursuant to 
this paragraph (d) to the extent known by the persons 
on whose behalf the solicitation is made. 


(e) The information required by Item 6(b) of Regu- 
lation S-K, 17 CFR 229.20 shall be reported pursuant to 
this paragraph (e). 


* * * * * 


(g) The information required by Item 6(c) of Regu- 
lation S-K, 17 CFR 229.20 shall be reported pursuant to 
this paragraph (g). 





Item 6. Directors and Executive Officers. 


If action is to be taken with respect to the election of 
directors, furnish the information required by Item 3 of 
Regulation S-K, 17 CFR 229.20, in tabular form to the 
extent practicable, with respect to each person nomi- 
nated for election as a director and each other person 
whose term of office will continue after the meeting. 
However, if the solicitation is made on behalf of 
persons other than the management, the information 
required need be furnished only as to nominees of the 
persons making the soliciting. 


Item 7. Remuneration of Directors and Executive 
Officers. (See Note C at the beginning of Schedule 
14A). 


Furnish the information called for by Item 4 and 
Instruction 4 to Item 5 of Regulation S-K, 17 CFR 
229.20, if action is to be taken with regard to (i) the 
election of directors, (ii) any bonus, profit sharing or 
other remuneration plan, contract, or arrangement in 
which any director, nominee for election as a director, 
or officer of the issuer will participate, (iii) any pension 
or retirement plan in which any such person will par- 
ticipate or (iv) the granting or extension to any such 
person of any options, warrants or rights to purchase 
any securities, other than warrants or rights issued to 
security holders as such, on a pro rata basis. However, 
if the solicitation is made on behalf of persons other 
than the management, the information required need 
be furnished only as to nominees of the persons 
making the solicitation and associates of such 
nominees. 


AUTHORITY 


The amendments are adopted pursuant to authority in 
Section 6, 7, 8, 10 and 19(a) [15 U.S.C. 77f, 77g, 77h, 
77j, and 77s] of the Securities Act of 1933; Sections 12, 
13, 14, 15(d), 23(a) [15 U.S.C. 781, 78m, 780(d) and 
78w] of the Securities Exchange Act of 1934. 


The Commission finds that any changes in the 
amended rules and schedule adopted from those 
published in Securities Act Release No. 5758 have 
already been generally subject to comment and are 
either technical in nature or less burdensome than pre- 
vious requirements so that further notice and rule- 
making procedures pursuant to the Administrative Pro- 
cedure Act (5 U.S.C. 553) are not necessary. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
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UNIFORM AND INTEGRATED REPORTING REQUIRE- 
MENTS: MANAGEMENT REMUNERATION 


Proposed Amendments to Disclosure Forms and Regu- 
lations 


AGENCY: Securities and Exchange Commission. 
ACTION: Proposed rulemaking. 


SUMMARY: The Commission is publishing for public 
comment proposed amendments to certain disclosure 
forms, rules and regulations to standardize and 
improve the Commission’s disclosure requirements 
relating to management remuneration. The proposed 
amendments would revise the management remuner- 
ation disclosure provisions in certain registration 
statements, periodic reports and proxy and information 
statements filed with the Commission under the Secu- 
rities Act of 1933 and the Securities Exchange Act of 
1934 to require disclosure of all remuneration for 
services during the fiscal year received by certain 
specified directors or officers or expensed for financial 
reporting purposes by the registrant or its subsidiaries 
for the account of such persons. 


DATES: Comments should be submitted on or before 
September 29, 1978. 


ADDRESS: Comments should be submitted in tripli- 
cate to George A. Fitzsimmons, Secretary, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Comment letters should refer 
to File No. S7-749. All comments received will be avail- 
able for public inspection and copying in the 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: J. Rowland 
Cook (202-755-1750), or Steven Paggioli (202-376- 
8090), Office of Disclosure Policy and Proceedings, 
Division of Corporation Finance, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. 


SUPPLEMENTARY INFORMATION: The Securities and 
Exchange Commission today proposed for comment 
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amendments to the management remuneration 
disclosure requirements which, in a separate release 
issued today, were centralized to become new Item 4 of 
Regulation S-K.1 If adopted, these amendments would 
substantially revise the existing disclosure require- 
ments for management remuneration. 


Background 


On July 28, 1978, the Commission adopted amend- 
ments to Regulation S-K, a regulation which sets forth 
certain disclosure requirements applicable to docu- 
ments filed under the Securities Act of 1933 (“Securi- 
ties Act”) [15 U.S.C. 77a et seq., as amended by Public 
L. No. 94-29 June 4, 1975] and Securities Exchange Act 
of 1934 (“Exchange Act”) [15 U.S.C. 78a et seq., as 
amended by Public L. No. 94-29 (June 4, 1975)}.2 
These amendments to Regulation S-K conformed the 
disclosure requirements of the designated Commis- 
sion disclosure forms and required more meaningful 
disclosure to investors regarding the backgrounds of 
members of management of publicly held companies. 
These amendments to Regulation S-K also included a 
new Item relating to management remuneration, 
patterned after old Item 7(a), (b) and (c) of Schedule 
14A under the Exchange Act. 


Basis for the Proposed Amendments 


Over the years, the Commission and its staff have 
observed that as management remuneration packages 





1 Securities Act Release No. 5949 (July 28, 1978)( FR 
). Item 4 of Regulation S-K is in all material respects . 
identical to what had been Item 7 of Schedule 14A. 


Regulation S-K is a disclosure provision which 
specifies information required to be disclosed in 
various registration statements, periodic reports and 
proxy and information statements filed with the 
Commission under the Securities Act of 1933 and the 
Securities Exchange Act of 1934. By proposing 
amendments to Item 4 of Regulation S-K, the 
Commission, in effect, is also proposing amendments 
to Forms S-1, and S-11 under the Securities Act, and to 
Forms 10 and 10-K and Regulation 14A under the 
Exchange Act. 


2 id. The amendments adopted in Release No. 33-5949 
were proposed for comment in Securities Act Release 
No. 5758 (November 2, 1976) (41 FR 49493). Among 
other things, that release requested comments on the 
need for and possible format of certain additional 
disclosure requirements relating to various categories 
of management remuneration such as perquisites, 
executive compensation plans, and management 
transactions with the registrant or its affiliates. 
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have become more diverse and complex, the format for 
remuneration disclosure in Commission filings has 
changed. As a result, many forms of remuneration are 
not presently being included in the table specified by 
Item 7(a) of the proxy rules but instead are being dis- 
closed through narrative discussions set forth in foot- 
notes or paragraphs following the table. 


Since this textual remuneration disclosure can obscure 
the total remuneration actually received by manage- 
ment, the amendments proposed herein are intended 
to require that the table reflect all remuneration which 
can be quantified and related to the services performed 
by individual members of management during the 
fiscal year. The broad approach taken in the proposed 
amendments is to require three remuneration columns 
in the table—one reflecting remuneration principally in 
the form of salaries, commissions and bonuses; one 
reflecting all other remuneration including that 
obtained through pension or retirement plans, insur- 
ance, perquisites, options and stock appreciation or 
similar plans; and one reflecting the sum of the other 
two. 


In situations in which the remuneration is in a form 
other than cash, the proposed amendments specify a 
variety of methods for determining the amount to be 
reflected in the table. For example, as to certain forms 
of remuneration—such as interests in performance 
plans or stock appreciation rights—the amount to be 
disclosed would be geared to the amount expensed by 
the registrant or its subsidiaries for financial reporting 
purposes for the year. 


The Commission also notes that a recurring obser- 
vation of persons testifying at the recent hearings on 
corporate governance was that shareholders should be 
more fully informed about their company’s manage- 
ment, including its remuneration.Y An assessment of 
the performance of management necessitates the dis- 
closure of more accurate management remuneration 
information. 


Another basis for the proposed rulemaking stems from 
disclosure and enforcemednt issues which have arisen 
in connection with personal benefits extended to 





3 See, Securities Exchange Act Release No. 13482 
(April 28, 1977) [42 FR 23901] announcing a re- 
examination of the Commission’s rules relating to 
shareholder communications, shareholder participa- 
tion in the corporate electoral process and corporate 
governance generally; in connection with that inquiry, 
certain proposed amendments to the Commission’s 
disclosure requirements were published for comment 
in Securities Exchange Act Release No. 14970 (July 18, 
1978) (43 FR 3195). 





members of management. In Securities Act Release 
No. 5856 (August 18, 1977) (42 FR 43058), the 
Commission emphasized its view that the existing 
disclosure provisions require registrants to include 
within the aggregate remuneration reported in regis- 
tration statements, annual reports and proxy and infor- 
mation statements, ali forms of remuneration received 
by management, including personal benefits some- 
times referred to as perquisites. In an effort to resolve a 
number of interpretative questions presented by that 
release, the Commission later published a release, in 
question and answer form, reflecting the views of its 
Division of Corporate Finance with respect to the dis- 
closure of perquisites.4 During the recent proxy 
season, it became apparent that certain fundamental 
issues relating to the disclosure of perquisites could 
be the subject of a rule. These issues include (i) the 
basis for valuing the benefit; (ii) whether separate 
disclosure of perquisites should be required; and (iii) 
how to deal with expenses when it is unclear whether 
they are personal rather than business. The proposed 
amendments address these issues, and would require 
additional disclosure if the amount of perquisites 
exceeds certain levels; the proposals would also permit 
the exclusion of amounts relating to items not clearly 
perquisites, in limited circumstances. 


The following discussion summarizes the proposed 
amendments and generally compares them with the 
present Item 7 of the proxy rules. 


Item 4(a)—Remuneration of Management. 


Item 4(a) would be amended in a number of respects 
from the existing remuneration disclosure require- 
ments in Item 7(a) of Schedule 14A of the proxy rules. 
One of the more significant amendments is that the 
information which would be required relates to “all 
remuneration ... for services to the registrant ... ” in 
contrast to the disclosure presently required by Item 
7(a) which relates only to “direct remuneration paid by 
the issuer ...” 


This proposed amendment is intended to bring within 
the scope of the disclosure requirements not only 
amounts paid by the registrant and its subsidiaries to 
the specified persons or groups during the fiscal year, 
but also amounts which have been accrued on behalf of 
such individuals or groups. The amendment would 
require disclosure of all remuneration, the consider- 
ation for which was services of the specified person to 
the registrant and its subsidiaries during the past fiscal 
year, without regard to whether the remuneration was 





4 Securities Act Release No. 5904 (February 6, 1978) 
(43 FR 6060). 


from the registrant or a third party, or was accrued or 
deferred rather than paid. 


Item 4(a)(i). 


Proposed Item 4(a)(i) increases from three to five the 
minimum number of named persons for whom dis- 
closure of remuneration would be required; deletes the 
$40,000 standard in Item 7(a); and applies the require- 
ment to “executive officers” rather than “officers.” The 
increase to five named persons and the reference to 
“executive officers” should assure that the proposed 
requirements will cover persons who, in fact, function 
as key, policy-making members of management. It 
appears to the Commission that this proposal is 
appropriate since a number of companies have a chief 
executive office consisting of two or more persons and 
since the diverse and expanded operations of many 
companies cause the top management function to be 
distributed among more than three persons. The 
deletion of the $40,000 floor is proposed on the 
rationale that even with respect to smaller registrants, 
the salaries of a broader group of executives should be 
disclosed. 


The Commission recognizes that the proposals con- 
cerning Item 4(a)(i) would have an impact on virtually 
all reporting companies, and specifically invites 
comments as to the appropriateness of the proposed 
new standards and, in particular, on the desirability of 
removing the $40,000 floor and thereby requiring infor- 
mation as to at least five officer or directors, regardiess 
of the amount of their remuneration. 


Item 4(a)(li). 


Item 4(a)(ii) is new. It is intended to reach the five next 
most highly compensated executive officers or direc- 
tors of the registrant, or executive officers or directors 
of wholly-owned subsidiaries, other than those indi- 
viduals named in response to Item 4(a)(i). However, an 
individual would not be required to be named pursuant 
to this item unless such person’s aggregate remuner- 
ation for the year exceeded $150,000. 


The Commission anticipates that the proposed revision 
would provide shareholders with meaningful infor- 
mation relating to the remuneration of key manage- 
ment of the registrant. If the next five most highly- 
compensated executive officers or directors serve with 
a wholly-owned subsidiary of the registrant, remuner- 
ation information would be required about such 
persons, on the rationale that such highly paid 
individuals have close association, involvement and 
responsibility for major components of the registrant’s 
operations. 


Since the provisions of Item 4(a)(ii) might require infor- 
mation concerning persons whose remuneration 
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exceeds that of persons named in response to 
proposed Item 4(a)(i), and since its scope is limited to 
persons serving as executive officers or directors of the 
registrant and its wholly-owned subsidiaries, the Com- 
mission believes that the proposed provisions will 
reach persons appropriately within the scope of the 
registrant's management. The Commission expressly 
invites comment on this point, as well as on the issue 
of whether some other standard—such as executive 
officers or directors of majority-owned or significant 
subsidiaries—would be more appropriate. 


Item 4(a)(iii). 


This provision is unchanged from that which appeared 
in Item 7(a) and would elicit information concerning 
aggregate management remuneration for the year. It 
should be noted that the provision would require 
disclosure about remuneration of “officers” of the 
registrant rather than “executive officers.” The term 
“officers” would include a broader group of manage- 
ment persons than “executive officers.” 


Remuneration Table. 


The number of columns in the table would be increased 
from three to five, and the two new columns generally 
would provide a certain breakdown in aggregate 
remuneration. However, Instruction 5 specifically 
would permit the inclusion of additional columns, if 
the registrant determined them appropriate. 


Columns A and B and Instruction 1. 


Coiumns A and B follow the approach in Item 7(a) of 
the proxy rules and would call for the name of the indi- 
vidual or the number of persons in the group, and the 
capacities in which such persons served during the 
year. 


Instruction 1 would be modified to incorporate the sub- 
stance of Note C of Schedule 14A under the Exchange 
Act, to define the term “executive officer,” and to insert 
references to wholly-owned subsidiaries in accordance 
with the proposed revisions set forth in Item 4(a)(ii). 
The definition of “executive officer” differs slightly 
from that recently included in Regulation S-K in that it 
includes any vice president “in charge of a principal 
business unit, division or function (such as sales, 
administration or finance) ... .”5 The proposed revision 





5 Based upon the comments received, the Commission 
will determine whether further rulemaking action is 
necessary to apply the revised definition of “executive 
officer” to other disclosure requirements relating to 
management. 
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of the term is intended to clarify the category of 
persons included in the definition. 


ColumnC and Instruction 2: Remuneration Paid— 
Salaries, Fees, Commissions, Bonuses. 


Column C and Instruction 2 would require disclosure 
under Column C of all remuneration in the form of 
salaries, fees, directors’ fees, commissions and 
bonuses. In addition, the column would include the fair 
market value of any securities or other property distri- 
buted as remuneration during the fiscal year if services 
rendered by the specified person represent the only 
consideration for such property. 


Primarily as a transitional device between the existing 
disclosure pattern and that contemplated by the 
proposed amendments, Instruction 2 also would 
provide that amounts paid during the fiscal year for 
services rendered in prior periods should be included in 
Column C, unless such amounts previously have been 
reported in the table. If previously earned amounts are 
included, a footnote to Column C would be required to 
describe the arrangement pursuant to which such pay- 
ments were made. 


Instruction 2 would also provide that deferred remuner- 
ation is to be disclosed in Column D. This instruction 
suggests a general approach and recognizes that 
Column C generally would reflect remuneration paid 
while Column D generally would include deferred 
forms of remuneration as well as remuneration paid 
under compensation arrangements specified in the 
instructions to Column D. While the Columns are 
intended to be general guides for the required remuner- 
ation disclosure, the Commission recognizes that 
some forms of remuneration might be reported under 
either Column C or Column D. The Commission would 
not object to reasonable and consistent allocation 
decisions so long as the aggregate remuneration in 
Column E is accurate. 


Column DandInstruction3: Deferred and 
Other Remuneration. 


Proposed Column D would call for disclosure of all 
remuneration of any kind, not otherwise specifically 
exempted, other than that disclosed pursuant to 
Column C. The subparagraphs under Instruction 3 
describe the specific treatment to be accorded various 
forms of remuneration. 


Instruction 3(a): Pension or Retirement Plans, 
Annuities, Employment Contracts and Deferred 
Compensations Plans. 





This instruction would require that Column D include 
any contribution, payment or accrual for the account of 
the specified persons or groups under any pension or 
retirement plan, annuity, employment contract, 
deferred compensation plan or similar arrangement. 
Contributions to tax qualified plans would not be 
excluded, but a general exclusion is permitted if the 
amount of the contribution for specific individuals is 
not or cannot readily be separately or individually 
calculated by the regular actuaries for the plan. If 
amounts are excluded from the table pursuant to this 
provision, a footnote to the table would be required 
stating this fact and disclosing the percentage which 
the aggregate contributions to the plan bears to the 
covered compensation of plan participants; and briefly 
describing the covered compensation. It is intended 
that this proposal would result in footnote disclosure 
which would state, for example, that a given individual 
named in the table is a participant in a defined benefit 
plan in which the covered compensation is salaries and 
bonuses, and to which the registrant, in the prior fiscal 
year, contributed % of the covered compensation of 
all plan participants. The Commission anticipates that 
this disclosure may give a reasonable indication of the 
approximate amount of remuneration not being 
reported in the table. 


Instruction 3(b): 


Instruction 3(b): Life Insurance. 

The amount of remuneration disclosed under Column 
D would be required to include premiums paid by the 
registrant or its subsidiaries on life insurance policies 
insuring the specified persons or groups, unless the 
registrant or its subsidiaries are the sole beneficiaries 
under the policy. 


Instruction 3(c): Health insurance and 
Medical Reimbursement Plans. 


This proposed instruction would require the inclusion 
in Column D of premiums or other costs of the regis- 
trant or its subsidiaries associated with health insur- 
ance or medical reimbursement plans for the benefit or 
the specified persons or groups. Non-discriminatory 
group plans represent a relatively limited form of re- 
muneration and historically have been excluded from 
Item 7(a) of the proxy rules. Accordingly, an exclusion 
would be included in the proposals for such arrange- 
ments. 


Instruction 3(d): Incentive and Compensation 
Plans and Arrangements. 


This proposed instruction is the most complicated pro- 
vision in these proposals, primarily because it reaches 


;a wide range of stock incentive and compensation 
plans which are themselves complicated. In broad 
terms, the proposed instruction wouid require 
inclusion in Column D of any amount expensed by the 
registrant or its subsidiaries for financial reporting 
purposes for the year in connection with stock appreci- 
ation rights, phantom stock plans and any other incen- 
tive or compensation plan or arrangement pursuant to 
which the measure of benefits is based on objective 
standards or the value of securities. This proposed 
instruction would encompass not only those arrange- 
ments in which the measure of benefits is based on the 
market prices of securities, but also those in which 
benefits result, for example, from the registrant or a 
defined profit center having met pre-determined 
earnings goals. 


With respect to plans of this general type, the pro- 
posed instruction would provide that Column D shall 
include either (1) the amount expensed by the issuer or 
its subsidiaries for financial reporting purposes for the 
year; or (2) the amount of any cash received by such 
persons during the year in excess of the aggregate net 
amounts reported in the table for a prior year with 
respect to the plan or arrangement; or (3) the spread 
between the issue price, if any, and the fair market 
value of the securities acquired during the year. 


Under many arrangements of this general nature, 
remuneration is expensed over the years the services 
are rendered. This item therefore would require current 
disclosure of remuneration earned during the year, 
despite the fact that actual receipt is deferred until 
some point in the future. For example, the 
Commission is aware that generally accepted 
accounting principles at present require the expensing 
for financial reporting purposes of the buildup in the 
value of interests under certain stock incentive plans.6 
If an executive has a stock appreciation right and the 
stock’s price increases sharply during the fiscal year, 
generally accepted accounting normally requires that 
at least a part of that increase be expensed in that year. 
Under proposed Instruction 3(d), any such expense 
would be reported as remuneration under Column D. In 
the subsequent year, however, if the market price of 
the stock declines (and the stock appreciation right is 
not paid out), generally accepted accounting principles 
will dictate reversal of the expense item and a credit to 
the remuneration account for financial reporting 
purposes. Because disclosure in the proposed table is 





6 See, Opinion of the Accounting Principles Board No. 
25, “Accounting For Stock Issued to Employees.” The 
Commission recognizes that similar treatment may 
also be accorded other employee benefit plans or 
arrangements. 
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generally geared to financial reporting, Instruction 3(d) 
permits a similar credit to be taken against the 
remuneration disclosed in Column D. However, any 
such later year credit included in the table would be 
required to relate to an item actually reflected in the 
table for a prior year and to be specifically disclosed by 
footnote. 


This approach, in what are believed to be rare 
instances, may result in a negative amount being 
disclosed in Column D. The Commission invites 
comments on whether, in such instances, the tabular 
presentation should leave Column E blank and thereby 
not reduce amounts shown in Column C by any nega- 
tive amounts shown in Column D. 


It is expected that the proposed method of calculating 
the remuneration derived from or attributed to the 
myriad of employee benefit plans will make the dis- 
closure requirements more neutral so that companies 
will not be motivated by disclosure reasons to select 
one kind of compensation arrangement over another. 
Therefore, disclosure of management remuneration of 
different registrants will be more comparable than at 
present. In addition, this approach to remuneration 
disclosure would conform the disclosure to a regis- 
trant’s accounting records and eliminate the anomaly 
of amounts being expensed as remuneration of an 
executive for financial reporting purposes but not dis- 
closed as remuneration of that executive, earned in the 
fiscal year for current services. 


Instruction 3(e): Stock Purchase, Profit Sharing and 
Thrift Plans. 


This proposed instruction would require disclosure of 
any contribution made under any stock purchase, 
profit sharing, thrift or similar plan whether or not the 
plan is qualified under the Internal Revenue Code. 
Some registrants follow the practice of disclosing such 
amounts apart from the table. The proposed instruc- 
tion is intended to assure that contributions under 
such arrangements, whether or not tax qualified, are 
treated as remuneration. 


Instruction 3(f): Personal Benefits. 


The provisions of proposed Instruction 3(f) specify that 
personal benefits which are not directly related to job 
performance, including those which indirectly benefit a 
specified person, such as payments by the registrant 
to friends or relatives of such person, would be 
included in Column D. An exception would be provided 
for those benefits provided to a broad category of 
employees on a basis which does not discriminate in 
favor of officers or directors, or those whjch fall within 
a proposed limited exclusion. 
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The Commission proposes that the personal benefits 
be valued on the basis of the registrant’s and its 
subsidiaries’ actual incremental cost. However, if such 
incremental costs are significantly less than the 
amounts the recipient would have had to pay to obtain 
the benefits, appropriate disclosure would be required 
in a footnote to the table. This revision is intended to 
establish an appropriate valuation standard related to 
what the company is giving its officers and directors, 
while recognizing that if there is a significant disparity 
between the cost of the company and the value to the 
recipient, appropriate disclosure would be required, 
including disclosure of the value to the recipient.” 


The instructions also would require that whenever the 
perquisites included in the table with respect to a 
named person represent 10% of such person’s 
remuneration, or $25,000, whichever is less, informa- 
tion about the personal benefits must be included in a 
footnote disclosing the amount of such benefits and 
briefly describing them. The Commission believes 
such a breakout is appropriate because remuneration 
in the form of perquisites may involve a greater 
valuation problem than other forms of compensation. 
Thus, disclosure that a large portion of an executive’s 
remuneration is in the form of perquisites may permit 
shareholders to make better judgments about 
remuneration data. 


The Commission is also cognizant of the fact that the 
identification and valuation of certain personal benefits 
is, in many cases, very difficult. Therefore the 
proposed instruction provides that if the issuer cannot, 
without unreasonable effort or expense, determine the 
specific amount of personal benefits or the extent to 
which expenses represent personal benefits rather than 
business items, the amount of such personal benefits 
may be omitted provided certain conditions are met. 
These conditions are that: (1) the registrant has made a 
reasonable inquiry8 and concluded that the aggregate 





7 Examples have arisen in which the registrant 
contends that its actual incremental cost in providing a 
significant benefit to a member of management is 
nominal or, in some cases, zero. While the Commis- 
sion believes that the registrant’s cost generally is the 
appropriate measure for disclosing personal benefits 
as management remuneration, it nonetheless is con- 
cerned that in some situations this approach may 
result in significant distortions in the disclosure. 
Commentators are invited to submit suggestions on 
any alternate requirement which may satisfy appro- 
priate disclosure objectives. 


8 The Foreign Corrupt Practices Act of 1977 (pub. L. 
No. 95-213) (December 19, 1977) amended the 
Continued on following page 





amount of personal benefits which cannot be 
specifically or precisely ascertained does not exceed 
$10,000 as to each specified person or in the case of 
the group, $10,000 for each person in the group; and (2) 
the board of directors or any appropriate committee of 
the board, after reasonable inquiry, has concluded that 
the applicable conditions for exclusion are satisfied 
and that the information set forth in the table is not 
rendered materially misleading by virtue of the exclu- 
sion of such personal benefits. This proposal reflects 
the Commission’s belief that it is not appropriate to 
insist that companies spend unreasonable sums to 
identify and quantify obviously minor amounts of 
personal benefits. 


The Commission believes that Instruction 3(f) would 
alleviate certain of the identification and valuation 
problems attendant to the existing disclosure 
provisions while providing at the same time that clearly 
personal benefits, regardiess of amount, must be 
reflected in Column D of the table. 


Instruction 3(g): Exclusion Provision. 


Instruction 3(g) provides that repeated disclosure of 
the same amounts of remuneration is not required in 
the table. Thus, in no event would disclosure be 
required for an amount which has previously been 
reflected in the table, provided such amount, 
subsequent to its disclosure in the table, was not 
credited and reflected as a reduction of reported 
remuneration in a subsequent year. Although this 
provision would apply primarily to those arrangements 
discussed above in connection with Instruction 3(d), 
the concept may have application to other forms of 
remuneration. Accordingly, it would apply to all forms 
of remuneration within the scope of Column D. 


Instruction 4: Transactions with Third Parties. 


Proposed Instruction 4 reflects the fact that a number 
of transactions between the issuer or its subsidiaries 
and third parties may, on the one hand, involve 
remuneration to management or, on the other, 
represent the type of transaction presently disclosed 
pursuant to requirements relating to interests of man- 





Continued from preceding page 


Exchange Act, among other things, to require reporting 
companies to make and keep detailed books, records 
and accounts which, in reasonable detail, accurately 
and fairly reflect the transactions and dispositions of 
the assets of the registrant. A registrant’s inability to 
identify large amounts of benefits may raise questions 
under that Act. Also, see Securities Exchange Act 
Release No. 14478 (February 16, 1978) [43 FR 7752]. 


agement and others in certain transactions. The pro- 
posed instruction specifies that such third party 
transactions should be incorporated into the 
remuneration disclosure if the primary purpose of such 
transactions is to remunerate the persons specified in 
Item 4(a), but that otherwise the disclosure of such 
transaction would be governed by the “Certain Trans- 
actions” provisions. Moreover, to track existing 
Instruction 3 of Item 7(a), under the proxy rules, the 
proposed instruction also would provide that 
remuneration paid to a partnership in which any officer 
or director was a partner would not be required and 
should not be presented as part of the remuneration 
disclosure; instead, such transactions should be 
disclosed under “Certain Transactions.” 


Instruction 5: Other Permitted Disclosure. 


The Commission recognizes that a number of diverse 
forms of remuneration would expressly be required to 
be included in the proposed table, and that the 
instructions concerning differing forms of remuneration 
allow dissimilar treatment. Accordingly, proposed 
Instruction 5 provides that the issuer may provide 
additional disclosure, through a footnote to the table, 
through additional tabular columns, or otherwise, if 
greater detail is appropriate. However, the objective 
sought by the Commission is to centralize remunera- 
tion disclosure in the proposed table. Accordingly, 
proposed Instruction 5 should not be construed to 
allow amounts required to be included in the table to 
be presented solely in a footnote. 


Instruction 6: Definition of “Plan.” 


This instruction would not be changed from a provision 
which had appeared in Item 7(b) and defines “plan” as 
including all plans, contracts, authorizations or 
arrangements whether or not set forth in any formal 
documents. 


Item 4(b). 


Proposed Item 4(b) would require a narrative descrip- 
tion of plans under which remuneration is proposed to 
be paid in the future. This requirement would reach 
plans for which amounts are included in the table 
specified by proposed Item 4(a), as well as those 
defined benefit and actuarial plans as to which 
amounts are not included in the table. With respect to 
the latter type of plan, proposed Item 4(b) also would 
require the presentation of a separate table showing 
the estimated annual benefits payable upon retirement 
to persons in specified remuneration and years of 
service classifications. A related provision in 
proposed Instruction 3(a) to Item 4(a) would require a 
footnote to the Item 4(a) table stating the percentage 
which the aggregate contributions to the plan bears to 
the covered compensation of plan participants. That 
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percentage will indicate, in a general way, the amount 
of an executive’s remuneration excluded from the table 
pursuant to Instruction 3(a). 


The disclosure required by proposed Item 4(b) is 
somewhat parallel to that which has been required by 
Item 7(b) under the proxy rules. However, the current 
proposal does not specify the form for any tabular 
presentation, nor does it require data concerning the 
“amount set aside or accrued during the issuer’s last 
fiscal year.” 


Item 4(c) 


Item 4(c) proposes a new area of disclosure not 
previously required by the remuneration provisions. 
This subpart would require disclosure of any standard 
arrangements, including amounts, by which directors 
of the issuer are compensated for all services as a 
director including any additional amounts payable for 
committee participation or special assignments. Any 
amounts paid to a director in addition to or in lieu of 
any standard arrangement, together with identification 
of such directors, would also be required to be dis- 
closed. Additional disclosure is required as to the 
aggregate remuneration paid to all directors of the reg- 
istrant as a group, excluding any officer or director of 
the registrant or its subsidiaries. 


The Commission notes that a number of companies 
have already disclosed this information on a voluntary 
basis and believes that this type of disclosure provides 
shareholders with important information. 


Additional Recommendations 


The Commission has taken a very broad approach in 
the proposed revision to the remuneration table, 
including the aggregation of a number of various types 
of remuneration under just two columns. Several 
commentators have suggested that a more detailed 
breakdown of the components of remuneration should 
be required and that specific amounts should be dis- 
closed for incentive plans, bonus arrangements, 
retirement plans, perquisites and similar provisions. 
The Commission has chosen not to follow this ap- 
proach, although the instructions to the proposed 
amendment would permit the inclusion of additional 
columns to the remuneration table at the option of the 
issuer. 


Other commentators have suggested that the 
remuneration table also report as remuneration the 
spread between the fair market value of the issuer’s 
common stock and the exercise price of any presently 
outstanding unexercised stock options. The Commis- 
sion invites specific comment as to the appropriate- 
ness of requiring such disclosure in the remuneration 
table and any difficulties which may be encountered in 
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satisfying such a requirement. As proposed, the table 
would include the spread between the issue price and 
the fair market price of all securities issued upon the 
exercise of any options during the year, less any 
amounts previously reported in the table in prior years. 


The Commission has also given careful consideration 
to two additional proposals which may come within the 
scope of the management remuneration provisions. 
Senator John H. Chafee has suggested that the 
Commission adopt a rule which would require 
disclosure of the cost to the issuer and its subsidiaries 
of owning, maintaining and operating any property, 
facility, service, equipment or similar item (including 
but not restricted to aircraft, apartments, lodges, 
resort facilities, automobiles, yachts, club or recrea- 
tional memberships, etc.) if the personal use made of 
any such item during the fiscal year was predominantly 
by or for the benefit of officers, executive officers or 
directors of the registrant and its subsidiaries.Y Dis- 
closure would be required of the cost of a facility, used 
both for business and personally by executives, 
regardiess of the extent of the personal use. 


Several other persons have suggested that a provision 
be included in the proposed amendments which would 
require disclosure of the aggregate annual cost to the 
registrant and its subsidiaries of maintaining the office 
of the chief executive. The disclosure required by such 
a proposal would include not only the remuneration 
received by the chief executive officer but also all 
members of his staff or support personnel (such as 
assistants, secretaries and receptionists) together with 
the cost of all business and personal items associated 
with that office, including business expenses, travel, 
entertainment and special furnishings and appurte- 
nances. 


The Commission believes the proposals reflect very 
serious concerns on the part of thoughtful observers of 
the business community about the quality of the 
stewardship of managers. Although the Commission is 
not proposing amendments to reflect these sugges- 
tions at this time, it specifically invites comment on 
the appropriateness of adopting these types of dis- 
closure requirements. In addition, the Commission 
emphasizes its belief that a registrant’s compensation 
or other appropriate committee should have the details 
of expenses of this general nature so as to be able to 





9 See, letter dated July 25, 1977 from the Honorable 
John H. Chafee to Harold M. Williams included in the 
corporate governance hearing record (File No. S7-693) 
and available for public inspection at the Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. 20549. 





evaluate their appropriateness. In some cases, 
compensation and audit committees may be unaware 
of the total expenses attributable to the business and 
personal activities of top management. The 
Commission urges greater attention by such commit- 
tees to matters of this sort. 


Request for Comment. 


All interested persons are invited to submit their views 
and comments concerning the amendments proposed 
herein including whether implementation of such 
amendments would involve additional costs to the 
issuer and whether the actions would have any impact 
or burden on competition. All comments should be 
received no later than September 29, 1978. The 
Commission will endeavor to review the comments on 
these proposals and take such actions as may appear 
necessary to have the amended disclosure require- 
ments adopted in time for compliance by registrants in 
the 1979 proxy season. Accordingly, the Commission 
would not wish to extend the comment period beyond 
the date originally set. 


Test of the Proposed Amendments 


17 CFR 229.20 is proposed to be amended by inserting 
the following in lieu of Item 4(a), (b) and (c): 


§ 229.20.4 Item 4. Management remuneration. 


(a) Furnish the information required in the table 
below, in substantially the tabular form specified, 
concerning all remuneration of the following persons 
and groups for services in all capacities to the 
registrant and its subsidiaries during the registrant’s 
last fiscal year: 


(1) Each of the five most highly compen- 
sated executive officers or directors of the 
registrant, naming each such person; 


(2) Each of the five most highly compen- 
sated executive officers or directors of the 
registrant or its wholly-owned subsidiaries 


Remuneration Table 


(A) 
Name of 
individual 
Or number 
of persons 
in group 


(B) 
Capacities 
in which 
persons 
served 


(C) 


bonuses 


Aggregate of 
salaries, 
fees, com- 
missions and 


(other than those persons included in 
paragraph (1) above) whose aggregate 
remuneration, as required to be disclosed 
pursuant to Column (E), exceeds $150,000, 
naming each such person; and 


(3) All officers and directors of the regis- 
trant as a group, stating the number of 
persons in the group without naming them. 


Remuneration Table. 
Table appears below 
Instructions 


1. Persons subject to this item. This item applies to 
any person who was an executive officer, officer or 
director or the registrant or wholly-owned subsidiary at 
any time during the fiscal year. However, information 
need not be given for any portion of the period during 
which such person was not an executive officer, officer 
or director of the registrant or wholly-owned subsi- 
diary, provided a statement to that effect is made. An 
“executive officer” of a person includes its president, 
secretary, treasurer, any vice president in charge of a 
principal business unit, division of function (such as 
sales, administration or finance), and any other person 
who performs similar policy making functions. 


2. Remuneration paid—salaries, fees, commissions, 
bonuses, and property. Column C should include: (i) 
all cash remuneration for services rendered during the 
fiscal year paid or accrued in the form of salaries, fees, 
directors’ fees, commissions, and bonuses; and (ii) 
the fair market value of any securities (or other pro- 
perty) distributed as remuneration during the fiscal 
year without any consideration other than services 
rendered (securities issued under the kinds of plans 
referred to in Instruction 3 should be reflected under 
Column D). Amounts paid during the fiscal year for 
services rendered in prior periods should be included in 
Column C unless such amounts previously have been 
reported in the table; such amounts included in 
Column C but representing payment for services in a 


(D) 
Aggreaate 
of all 
other 
remuneration 


(E) 
Aggregate 
remuner a- 
tion (sum 
of columns 
(C) and (D) 
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prior year shall be described in a footnote to the table. 
Deferred remuneration for services performed during 
the fiscal year shall be disclosed in Column D pursuant 
to Instruction 3. 


3. Deferred and other remuneration. Except as ex- 
pressly provided in the following instructions, Column 
D should include all other remuneration of any kind, 
not included in Column C, of the specified persons and 
groups in whole or in part for services rendered during 
the fiscal year, including but not limited to the forms of 
remuneration specifically described below: 


a. Pension or retirement plans; annuities; employ- 
ment contracts; deferred compensation plans. Include 
in Column D as to each of the specified persons and 
groups the amount expensed for financial reporting 
purposes by the registrant and its subsidiaries for the 
year which represents the contribution, payment or 
accrual for the account of any such person or group 
under any existing pension or retirement plans, annuity 
contracts, deferred compensation plans or any other 
similar arrangements. Such amounts should be 
reflected in Column D as remuneration earned during 
the fiscal year under all such plans or arrangements, 
including plans qualified under the Internal Revenue 
Code, unless, in the case of a defined benefit or 
actuarial plan, the amount of the contribution, 
payment or accrual in respect of a specified person is 
not, and cannot readily be, separately or individually 
calculated by the regular actuaries for the plan. 


If amounts are excluded from the table pursuant to the 
previous provision, include a footnote to the table 
stating such fact; disclosing the percentage which the 
aggregate contributions to the plan bears to the total 
remuneration of plan participants covered by such 
plan; and briefly describing the remuneration covered 
by the plan. 


b. Life insurance. The cost of premiums paid by the 
registrant or any of its subsidiaries on life insurance 
policies insuring any such person and groups shall be 
included in Column D unless the sole beneficiary under 
the policy is the registrant or its subsidiaries. 


c. Health insurance and medical reimbursement 
plans. The cost of any premiums for health insurance 
and the costs of any medical reimbursement plans 
(which may be the benefits paid under any such plans) 
for the benefit of the specified persons and groups 
shall be allocated to.such persons and groups and 
reflected as remuneration in Column D. Information 
need not be furnished under this Item 4(a) as to any 
costs under group health, hospitalization or medical 
reimbursement plans which do not discriminate in 
favor of officers or directors of the registrant or its sub- 
sidiaries and which are available generally to all 
salaried employees. 
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d. Incentive and compensation pians and arrange- 
ments. With respect to stock options, stock apprecia- 
tion rights plans, phantom stock plans and any other 
incentive or compensation plan or arrangement 
pursuant to which the measure of benefits is based on 
objective standards or on the value of securities of the 
registrant or others, granted, awarded or entered into 
at any time in connection with services to the registrant 
or its subsidiaries, Column D shall include as 
remuneration of each of the specified persons and 
groups the greater of: 


(1) the amount expensed by the registrant and its sub- 
sidiaries for financial reporting purposes for the fiscal 
year as remuneration for any such specified person or 
group attributable to an interest in any such plan or 
arrangement; or 


(2) The amount of any cash paid during the year to any 
such person and groups under any such plan or 
arrangement in excess of the aggregate amount 
previously reported in the table for a prior year with 
respect thereto; or 


(3) The spread between the issue price, if any, and the 
fair market price for all securities issued under any 
such plan or arrangement during the year to any of the 
specified persons and groups including securities 
issued on exercise of options (less any amount 
previously reported in the table for a prior year with 
respect to such securities). The fair market price of any 
such shares shall be determined as of the date the right 
to receive the securities accrues during the year, 
unless the securities are purchased for cash in which 
event the date of purchase shall be the date for such 
determination. If the registarnt has expensed amounts 
for financial reporting purposes and reported such 
amounts in Column D as remuneration and in a 
subsequent year, in connection with the same plan or 
arrangement, credits its remuneration expense for 
financial reporting purposes, for any proper reason, 
including a decline in the market price of the 
securities, such credit may be reflected as a reduction 
of the remuneration reported in Column D. If amounts 
credited pursuant to this instruction are so reflected in 
the table, include a footnote stating the amount of 
such credit and briefly describing such treatment; see 
Instruction 3(g). 


The term “options” as used in this item includes all 
options, warrants or rights, other than those issued to 
security holders as such on a pro rata basis. 


e. Stock purchase plans; profit sharing and thrift 
plans. Include in Column D the amount of any 
contribution, payment or accrual for the account of 
each of the specified persons and groups under any 
stock purchase, profit sharing, thrift, or similar plans 
which has been expensed during the fiscal year by the 





registrant and its subsidiaries for financial reporting 
purposes. Amounts reflecting contributions under 
plans qualified under the Internal Revenue Code may 
not be excluded. 


f. Personal benefits. The value of personal benefits 
which are not directly related to job performance, other 
than those provided to broad categories of employees 
and which do not discriminate in favor of officers or 
directors, furnished by the registrant or its subsidiaries 
directly or through third parties to each of the specified 
persons and groups, or benefits furnished by the regis- 
trant or its subsidiaries to other persons which in- 
directly benefit the specified persons, shall be 
included in Column D. Such benefits shall be valued on 
the basis of the registrant’s and subsidiaries’ actual 
incremental costs; however, if such costs are 
significantly less than the amounts the recipient would 
have had to pay to obtain the benefit, appropriate dis- 
closure, including the value to the recipient, should be 
made in a footnote to the table. 


If the registrant cannot determine, without unreason- 
able effort or expense: (i) the specific amount of 
certain personal benefits; or (ii) the extent to which 
benefits are personal rather than business; the amount 
of such personal benefits may be omitted from the 
table provided the following conditions are met: 


(1) After reasonable inquiry, the registrant has con- 
cluded that the aggregate amounts to personal benefits 
which cannot be specifically or precisely ascertained 
does not in any event exceed $10,000 as to each person 
or, in the case of a group, $10,000 for each person in 
the group; and 


(2) The board of directors or any appropriate 
committee of the board, after reasonable inquiry, has 
concluded that the above condition is satisfied and 
that the information set forth in the table is not 
rendered materially misleading by virtue of the 
omission of the value of such personal benefits. 


If as to a person named in the table an amount repre- 
senting personal benefits included in Column D 
exceeds ten percent (10%) of the amount disclosed 
pursuant to Column E or $25,000, whichever is less, 
include a footnote to the table stating the dollar 
amount or percentage of Column E represented by 
such personal benefits and briefly describing the kinds 
of such benefits. 


(g) Exclusion provision. Notwithstanding the fore- 
going provisions of this Instruction 3, no amount need 
be reflected in the table if such amount was included in 
the table for a prior year and has not subsequently been 
credited and reflected as a reduction of the reported 
remuneration. 


4. Transactions with third parties. Item 4(a), among 
other things, includes transactions between the regis- 
trant and a third party when the primary purpose of the 
transaction is to furnish remuneration to the persons 
specified in Item 4(a). Other transactions between the 
registrant and third parties in which persons specified 
in Item 4(a) have an interest, or may realize a benefit, 
generally are addressed by other disclosure 
requirements concerning the interest of management 
and others in certain transactions. Item 4(a) does not 
require disclosure of remuneration paid to a 
partnership in which any officer or director was a 
partner; any such transactions should be disclosed 
pursuant to such other disclosure requirements, and 
not as a note to the remuneration table presented 
pursuant to Item 4(a). 


5. Other permitted disclosure. The registrant may 
provide additional disclosure through a footnote to the 
table, through additional columns, or otherwise, 
describing the components of aggregate remuneration 
in such greater detail as is appropriate. 


6. Definition of “plan”. The term “plan” as used in 
this item includes all plans, contracts, authorizations 
or arrangements, whether or not set forth in any formal 
documents. 


(b) Briefly describe all remuneration payments 
proposed to be made in the future, pursuant to any 
existing plan or arrangement to the persons and groups 
specified in Item 4(a). As to defined benefit or actuarial 
plans with respect to which amounts are not included 
in the table pursuant to Instruction 3a of Item 4(a), 
include a separate table showing the estimated annual 
benefits payable upon retirement to persons in 
specified remuneration and years-of-service classifica- 
tions. 


(c)(i) Describe any standard arrangement, stating 
amounts, by which directors of the registrant are com- 
pensated for all services as a director, including any 
additional amounts payable for committee participa- 
tion or special assignments. If a director of the 
registrant received remuneration for services as a 
director during the fiscal year in addition to or in lieu of 
that specified during the fiscal year in addition to or in 
lieu of that specified by any standard arrangement, 
state the name of such directors and the amount of 
such remuneration earned by each; if this information 
is given as to a person named in the table required by 
Item 4(a), a cross-reference may be used. 


(ii) State the aggregate remuneration for the last fiscal 
year for all directors of the registrant who are not also 
officers of the registrant or its subsidiaries, as a group, 
stating the number of persons in the group without 
naming them. 
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Authority 


These amendments are being proposed pursuant to the 
authority in Sections 6, 7, 8, 19 and 19(a) [15 U.S.C. 
77f, 77g, 77h, 77j, and 77s] of the Securities Act of 
1933; Sections 12, 13, 14, 15(d) and 23(a) [15 U.S.C. 
78L, 78M, 780(d) and 78w] of the Securities Exchange 
Act of 1934. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5951/July 28, 1978 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15098/July 28, 1978 


Minor Amendments to Rules and Forms 
AGENCY: Securities and Exchange Commission. 


ACTION: Final rule and form amendments. 
SUMMARY: The Commission is adopting minor rule 
and form amendments for the purpose of either codify- 
ing current administrative practices or clarifying exist- 
ing requirements. The amendments will: (1) permit 
wider use of the rule which allows prospectuses for 
two or more securities offerings to be combined; (2) 
specify the circumstances under which the registration 
form for employee benefit plans must be signed by an 
entity other than the registrant; and (3) clarify certain 
requirements of the annual and quarterly reporting 
forms required to be filed under the Securities 
Exchange Act of 1934. 


EFFECTIVE DATE: August 7, 1978. 


FOR FURTHER INFORMATION CONTACT: Peter J. 
Romeo, Division of Corporation Finance, Securities 
and Exchange Commission, Washington, D.C. 20549 
(202) 755-1240. 


SUPPLEMENTARY INFORMATION: The Commis- 
sion today announced the adoption of various minor 
amendments to Rule 429 [17 CFR 230.429] and Form 
S-8 [17 CFR 239.16b] under the Securities Act of 1933 
(“1933 Act”) [15 U.S.C. 77a et seq.] and Forms 10-K [17 
CFR 249.310] and 10-Q [17 CFR 249.308a] under the 
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Securities Exchange Act of 1934 (“1934 Act”) [15 
U.S.C. 78a et seq., as amended by Pub. ‘L. No. 94-29 
(June 4, 1975)]. As explained in more detail below, the 
amendments are intended to revise the rules and forms 
mentioned above in order either to clarify certain of 
their requirements or to codify current administrative 
practices pertaining to them. 


DISCUSSION OF THE AMENDMENTS 
Ts Rule 429 


Rule 429 under the 1933 Act permits a registrant which 
has filed two or more registration statements with the 
Commission to combine the prospectuses contained in 
those registration statements into a single prospectus 
which meets the requirements of the Act. Paragraph (a) 
of the rule, however, has until now contained an 
exception to the general availability of Rule 429 for the 
combining of prospectuses. Specifically, the para- 
graph has stated that the rule shall not apply if the 
issuer’s latest registration statement was filed on Form 
S-14 [17 CFR 239.23] or Form S-16 [17 CFR 239.27]. 


On many occasions in the past several years, the staff 
of the Commission has been asked on an informal 
basis to disregard the limiting language of Rule 429 
noted above and permit, for example, filings on Form 
S-16 for secondary offerings of securities to be 
combined. In almost all such instances, the staff has 
granted such requests. In view of the staff’s general 
practice in this area, and because it does not appear 
that any useful purpose would be served by continuing 
to exclude from the availability of Rule 429 filings on 
Form S-14 and Form S-16, the Commission has 
determined to delete from the rule the phrase in para- 
graph (a) which states that the rule shall not apply 
where the latest registration statement was filed on 
Form S-14 or Form S-16. 


2. Form S-8 


Form S-8 under the 1933 Act is used for the registration 
of securities issued under employee benefit plans. It 
requires, as do all registration forms, that the issuer 
sign the registration statement. In addition, unlike 
most other registration forms, it requires entities other 
than the issuer to sign the form. Specifically, it 
provides thai the employee benefit plan must sign 
(although the circumstances under which the plan 
must sign are not specified), and it states that where 
there is created under the plan an unincorporated 
association, a trust, a committee or other legal entity, 
such an entity must also sign the registration 
statement. 


Although the instructions to the signature provision of 
Form S-8 do not indicate the circumstances under 
which the plan must sign the registration statement, 





the Commission’s staff generally has required the 
plan’s signature only when interests in the plan are 
being registered on the form. The staff has deemed it 
appropriate to require the plan’s signature in such 
circumstances because, as the issuer of the interests 
being registered, full financial information on the plan 
must be provided. In view of the foregoing, and in order 
to codify the staff’s general practice in this area, the 
Commission has revised Instruction 1 to the signature 
provision of Form S-8 to state that the plan need sign 
the S-8 only when interests in the plan are being 
registered. 


In addition to the above change, the Commission has 
amended Instruction 1 by deleting the parenthetical 
clause which stated that the registration statement 
must be signed by any unincorporated association, 
trust, committee or other legal entity created under the 
plan. Generally, the staff has not strictly enforced this 
requirement in the past, due in large part to the refusal 
or reluctance of such entities as bank trustees to sign 
the registration statement. Among other things, these 
entities have stated that their contract with the issuer 
did not contemplate their signing the S-8, and that it is 
unreasonable to require them to sign the registration 
statement (and thereby assume liability for its 
contents) when they had no control over its preparation 
and could not, due to the expense involved, perform a 
due diligence inquiry into its adequacy under the 1933 
Act. Moreover, it has been pointed out that if a regis- 
tration form other than S-8 were utilized for the 
registration of the securities issued under the plan, the 
signature of these entities likely would not be required, 
since none of the other registration forms contain a 
signature requirement like that of S-8. In view of the 
above arguments and the staff’s general practice in this 
area, the Commission has amended Instruction 1 in the 
manner previously noted in this paragraph. 


Finally, the Commission has revised Instruction 1 so 
that it conforms in all material respects to Section 6(a) 
of the 1933 Act, which provides the basis for the 
signature requirement in registration statements. In 
this regard, Instruction 1, through oversight, has failed 
to state that the principal financial officer must sign 
the S-8. The staff in the past has disregarded this 
omission and taken the position that the principal 
financial officer nevertheless must sign the S-8, in 
accordance with Section 6(a). The revision to 
Instruction 1 being announced today will cure the 
oversight mentioned above and thereby conform the 


signature requirement of S-8 to the requirements of 
Section 6(a). 


3. Forms 10-K and 10-Q—Front Cover Pages 


In conjunction with the adoption of Rule 148 [17 CFR 
230.148] under the 1933 Act concerning the resale of 
bankruptcy-related securities,“ the Commission 
amended Forms 10-K and 10-Q to require issuers who 
had been involved in bankruptcy proceedings during 
the preceding five years to state on the front cover 
pages of those forms whether or not they had complied 
with the periodic reporting requirements of the 1934 
Act during the five year period following termination of 
the bankruptcy proceedings. The release announcing 
the adoption of this requirement’ indicated that the 
requisite statement need be included on the cover 
pages of Forms 10-K and 10-Q only during the five year 
period mentioned above, thereby implying that other 
issuers to whom it did not apply need not include the 
statement on their filings on those forms. Neverthe- 
less, numerous issuers who have not been involved in 
bankruptcy proceedings have inquired whether 
they must include the statement on the front pages of 
their 10-K and 10-Q forms. 


It was the Commission’s intention that the statement 
at issue be included only on those 10-K and 10-Q forms 
filed by issuers who had been involved in bankruptcy 
proceedings during the preceding five years. All other 
issuers should omit the statement from their filings on 
those forms. To emphasize this position, the 
Commission has amended the front cover pages of 
Forms 10-K and 10-Q to indicate that the statement is 
“applicable only to issuers involved in bankruptcy 
proceedings during the preceding five years.” 


4. Form 10-Q—General Instruction F 


It has come to the Commission’s attention that General 
Instruction F to Form 10-Q, unlike the General 
Instructions to other periodic reporting forms under the 
1934 Act, fails to specify hcw many copies of the form 
may be filed without exhibits. To cure this oversight, 
and to conform the filing requirements of Form 10-Q to 
the staff’s administrative practice in this area, the 
Commission has amended General Instruction F to 
indicate that three copies shall be filed with exhibits 
and five other copies, which need not include exhibits, 
shall also be filed. 





1 Frequently, the interests in the plan are exempt from 
registration under Section 3(a)(2) of the 1933 Act, even 
though the securities underlying the plan (e.g., the 
issuer’s common stock) may have to be registered. 


2 See Release No. 33-5918 [43 FR 14445] dated March 
29, 1978. 


3 See footnote 2, infra. 
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TEXT OF THE AMENDMENTS 


|. Paragraph (a) of 17 CFR 230.429 is amended to read 
as follows: 


§230.429 Prospectus relating to several registration 
statements. 


(a) Where two or more registration statements have 
been filed by the same registrant, a prospectus which 
meets the requirements of the Act and the rules and 
regulations thereunder for use in connection with the 
securities covered by the latest registration statement 
shall be deemed to meet such requirements for use in 
connection with the securities covered by the earlier 
registration statements if such prospectus includes all 
of the information which would currently be required in 
a prospectus relating to the securities covered by the 
earlier statements. 


* 


ll. Instruction 1 to the “Signatures” section of Form 
S-8 is amended to read as foilows: 


§239.16b Form S-8, for registration under the 
Securities Act of 1933 of securities to be offered to 
employees pursuant to certain plans 


* * * * 


SIGNATURES 


* 


INSTRUCTIONS 


1. The registration statement shall be signed by the 
issuer, (and where interests in the plan are being reg- 
istered, by the plan), their respective principal execu- 
tive officers, principal financial officers, controllers or 
principal accounting officers, and by at least the 
majority of the respective boards of directors or 
persons performing similar functions (or, in the event 
there is no board of directors or persons performing 
similar functions, by the majority of the persons having 
the power of management). 


* * * * * 


[Secs. 6, 10, 19(a), 48 Stat. 78, 81, 85; secs. 205, 209, 
48 Stat. 906, 908, sec 8, 68 Stat. 685; sec. 1, 79 Stat. 
1051; sec. 308(a)(2), 90 Stat. 57; 15 U.S.C. 77f, 77j, 
77s(a)]. 


lll. The front cover page of Form 10-K is revised to 
read as follows: 


§249.310 Form 10-K, annual report pursuant to section 
13 or 15(d) of the Securities Exchange Act of 1934. 
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(The following is to be inserted on.the front cover page 
to replace the statement which reads: “If the registrant 
has been involved in bankruptcy proceedings during 
the preceding five years, indicate by check mark 
whether it has filed all documents and reports required 
to be filed by sections 12, 13 or 15(d) of the Securities 
Exchange Act of 1934 subsequent to the distribution of 
securities under a plan confirmed by a court. 


YES. NO : ”) 





APPLICABLE ONLY TO ISSUERS INVOLVED IN 
BANKRUPTCY PROCEEDINGS DURING THE: 
PRECEDING FIVE YEARS: 


Indicate by check mark whether the registrant has filed 
all documents and reports required to be filed by 
Sections 12, 13, or 15(d) of *he Securities Exchange Act 
of 1934 subsequent to the distribution of securities 
under a plan confirmed by a court. 


YES NO 





IV. The front cover page of Form 10-Q is revised to 
read as follows: 


§249.308a Form 10-Q, for quarterly reports under 
section 13 or 15(d) of the Securities Exchange Act of 
1934. 


(The following is to be inserted on the front cover page 
to replace the statement which reads: “If the registrant 
has been involved in bankruptcy proceedings during 
the preceding five years, indicate by check mark 
whether it has filed all documents and reports required — 
to be filed by sections 12, 13, or 15(d) of the Securities 
Exchange Act of 1934 subsequent to the distribution of 
securities under a plan confirmed by a court. 


YES NO 77 





APPLICABLE ONLY TO ISSUERS INVOLVED IN 
BANKRUPTCY PROCEEDINGS DURING THE 
PRECEDING FIVE YEARS: 


Indicate by check mark whether the registrant has filed 
all documents and reports required to be filed by 
Sections 12, 13, or 15(d) of the Securities Exchange 
Act of 1934 subsequent to the distribution of securities 
under a plan confirmed by a court. 


YES NO. 





V. General Instruction F of Form 10-Q is revised to 
read as follows: 


§249.308a Form 10-Q, for quarterly reports under 
section 13 or 15(d) of the Securities Exchange Act of 
1934. 





GENERAL INSTRUCTIONS 


* * * 


F. Signature and Filing of Report. 


Three complete copies of the report, including any 
financial statements, exhibits or other papers or docu- 
ments filed as a part thereof, and five additional copies 
which need not include exhibits, shall be filed with the 
Commission. At least one complete copy of the report, 
including any financial statements, exhibits or other 
papers or documents filed as a part thereof, shall be 
filed with each exchange on which any class of secu- 
rities of the registrant is registered. At least one com- 
plete copy of the report filed with the Commission and 
one such copy filed with each exchange shall be 
manually signed. Copies not manually signed shall bear 
typed or printed signatures. 


* * o 


[Secs. 13, 15(¢), 23(a), 48 Stat. 894, 895, 901; sec. 
203(a), 49 Stat. 704; secs. 3, 8, 49 Stat. 1377, 1379; 
secs. 4, 6, 78 Stat. 569, 570-574; sec 2, 82 Stat. 454; 
secs. 1, 2, 84 Stat. 1479; secs. 10, 18, 89 Stat. 119, 155, 
sec. 308(b), 90 Stat. 47; 15 U.S.C. 78m, 78o0(d), 
78w(a).] 


AUTHORITY FOR THE AMENDMENTS 


The amendments to Rule 429 and Form S-8 have been 
adopted by the Commission pursuant to the Securities 
Act of 1933, particularily sections 6, 10 and 19(a) 
thereof. The amendments to Forms 10-K and 10-Q have 
been adopted pursuant to the Securities Exchange Act 
of 1934, particularly sections 13, 15(d) and 23(a) 
thereof. 


Because the amendments announced today generally 
represent a relaxation or clarification of provisions 
previously published for comment pursuant to the 
Administrative Procedure Act [15 U.S.C. 553], the 
Commission believes that none of them need to be 
republished for comment under the Act. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5952/July 28, 1978 


In the Matter of 


GIBSON, DUNN & CRUTCHER RETIREMENT PLAN 
515 South Fiower Street 
Los Angeles, CA 90071 


(18-12) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 3(a)(2) OF THE SECURITIES ACT OF 1933 
FOR AN ORDER EXEMPTING FROM THE PROVI- 
SIONS OF SECTION 5 OF THE ACT INTERESTS OR 
PARTICIPATIONS ISSUED IN CONNECTION WITH 
THE GIBSON, DUNN & CRUTCHER RETIREMENT 
PLAN 


NOTICE IS HEREBY GIVEN that the law firm of 
Gibson, Dunn & Crutcher (“Applicant” or the “Firm”), a 
California partnership, has, by letter dated January 15, 
1978, and enclosures submitted therewith, and by 
letter dated June 22, 1978, applied for an exemption 
from the registration requirements of the Securities Act 
of 1933 (the “Act”) for participations or interests issued 
in connection with the Gibson, Dunn & Crutcher 
Retirement Plan (the “Plan”). All interested persons are 
referred to these documents, which are on file with the 
Commission, for the facts and representations 
contained therein, which are summarized below. 


|. Introduction 


The Plan covers the Firm’s partners and non-lawyer 
employees, of whom approximately 83 partners and 
152 non-lawyer employees were eligible to participate 
as of December 1, 1977. 


Non-lawyer employees of the Firm are required to 
participate in the Plan, and all required contributions 
made under the Plan on their behalf are made by the 
Firm. In addition, subject to the limitations of the Plan, 
each non-lawyer employee participant is permitted to 
make optional additional contributions to his account 
in the Plan in excess of the maximum amount which 
may be contributed on his behalf by the Firm, and the 
amount of such voluntary contributions may be 
withdrawn by him at any time. Partners may elect to, 
but are not required to, participate in the Plan, and are 
similarly permitted to make voluntary additional contri- 
butions to their accounts, subject to the limitations of 
the Plan. All contributions by the Firm on behalf of a 
Partner reduce his share of the Firm’s profits otherwise 
allocated to him. 


Since January 1, 1976, participants have been afforded 
the option to elect that contributions for their account 
in the Plan be invested in a managed investment fund 
(solely for the investment of Plan assets), or in savings 
accounts and certificates. 


Heretofore all participants were residents of and 
employed at the Firm’s offices in the State of California 
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and Applicant has concluded that registration of 
interests and participations issued in connection with 
the Plan under Section 5 of the Act was not required on 
the basis, among others referred to below, that any 
offering of such interests was exclusively intrastate, 
within the meaning of Section 3(a)(11) of the Act. 
However, the Firm recently opened offices in 
Washington, D.C., and one of the Firm’s partners who 
has left California to manage that office may become a 
resident of another state. Accordingly, this exemption 
may no longer be applicable. Since the Plan is of a 
type, commonly referred to as a “Keogh” plan, which 
covers persons (in this case the Firm’s partners) who 
are “employees” within the meaning of Section 
401(c)(1) of the Internal Revenue Code of 1954 
(“Code”), aS amended, the exemption provided by 
Section 3(a)(2) of the Act is inapplicable to interests in 
the Plan, absent an order of the Commission issued 
under Section 3(a)(2). 


Section 3(a)(2) of the Act provides essentially that the 
Commission shall exempt from the provisions of 
Section 5 of the Act any interest or participation issued 
in connection with a pension or profit-sharing plan 
which covers employees some or all of whom are 
employees within the meaning of Section 401(c)(1) of 
the Code, if and to the extent that the Commission 
determines this to be necessary or appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


ll. Description and Administration of the Plan. 


A. Qualification, Form and Coverage. 


The Plan is qualified under Section 401 of the Code, 
and Applicant represents that the Plan is an “employee 
pension benefit plan” subject to the Employees’ Retire- 
ment Income Security Act of 1974 (“ERISA”). The Plan 
is funded through a single trust (the “Trust’”’), governed 
by a single trust agreement, under which Security 
Pacific National Bank (the “Trustee’”’) is currently 
trustee. 


The Plan provides that non-lawyer employees of the 
Firm and its partners are eligible for participation if 
they participated in the Plan prior to January 1, 1976, or 
have completed three years of service, without a break 
in service as defined in the Plan. The Firm makes con- 
tributions to the Plan: (i) on behalf of a non-lawyer 
employee participant, in an amount equal to 
percentages of his annual compensation specified in 
the Plan; and (ii) on behalf of a partner participant, in 
the same percentages (or such lesser percentages 
specified by the partner participant) of the amounts 
otherwise annually distributable to him by the Firm. In 
addition, under the Plan each participant is permitted, 
at his option, to make voluntary contributions to his 
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account, in lump sum or through withholding, or up to 
an additional aggregate amount of 10% of his annual 
compensation. The aggregate of Firm and voluntary 
contributions is subject to a maximum limitation 
contained in the Plan and such further limitation, if 
any, required to prevent disqualification of the Plan 
under Section 415 of the Code. All contributions are at 
all times fully vested and non-forfeitable, though 
withdrawal of Firm contributions and earnings on 
voluntary contributions are restricted in accordance 
with the applicable tax requirement. 


B. investment of contributions 


The Trustee is solely responsible for investment of 
amounts contributed to the Plan, except to the extent, 
pursuant to the Plan, the Firm has retained such 
investment authority; or has delegated management of 
Fund assets to a separate investment manager; or has 
allowed participants to direct the investment of their 
Firm and voluntary contributions among alternative 
investment vehicles specified by the Firm. Under this 
authority, since March 1, 1976, each participant has 
been afforded the option to designate the following 
alternative media for investment of Firm and voluntary 
contributions for his account: (i) a portfolio of equity 
and fixed income securities selected by the investment 
manager, currently Scudder, Stevens & Clark Incorpo- 
rated, a registered investment adviser (the “Adviser”), 
which may include common and preferred stocks and 
corporate and government obligations of short or long 
term maturity; or (ii) an investment certificate or 
savings account (a “Savings and Loan Account”) 
offered by one of the savings and loan associations 
designated by the Firm’s Retirement Plan Committee 
to offer its accounts and certificates through operation 
of the Plan. The Adviser’s portfolio consists solely of 
Plan assets and none of the assets of the Plan have or 
will in any event be invested by the Adviser in any 
collective or commingled fund containing assets other 
than assets of the Plan. 


As an administrative rule, prior to October 1, 1977, 
such election by the participant among these alterna- 
tive investment media was permitted to be made once 
annually, and only with respect to all past and future 
Firm and voluntary contributions on the participant's 
behalf. Effective October 1, 1977, the Plan was revised 
to afford each participant the option, (a) commencing 
January 1, 1978, semi-annually to direct investment of 
all previous amounts contributed by the Firm or 
voluntarily to his Plan account and of all amounts 
thereafter contributed by the Firm to his Plan account, 
either by the Adviser or into the Savings and Loan 
Account; and (b) from time to time, to direct (and to 
change the direction of) investment of his own future 
voluntary contributions, either by the Adviser or into 
the Savings and Loan Account, independently of his 
election in (a) above. 





C. Administration of Plan 


The Plan is administered by the Firm’s Retirement Plan 
Committee (the “Retirement Committee”), the size and 
members of which are determined by the Firm. The 
Retirement Committee presently consists of five 
partners of the Firm. The Retirement Committee has 
general authority to control the operation of the Plan 
and to supervise its administration, including 
interpreting the Plan, determining eligibility for 
participation within the requirements of the Plan, 
designating the Adviser and alternative investment 
media to be available through the Plan, instructing the 
Trustee as to amounts to be invested in, transferred to, 
or withdrawn from the investment media in which 
assets of the Plan may be invested, and directing the 
Trustee to make payments from the assets of the Plan. 
The Retirement Committee also has authority to 
employe investment managers, accountants and other 
experts to assist in administration of the Plan. 


lll. Reporting and Disclosure to Plan Participants 


The Plan is subject to ERISA, and the Firm intends to 
comply with all of the ERISA reporting and disclosure 
requirements. In accordance with ERISA requirements, 
a summary Plan description, written in language 
understandable by the average participant and a 
summary annual report have been and will be delivered 
to each participant and persons currently receiving 
benefits under the Plan. Each participant and person 
receiving benefits under the Plan has been and will be 
informed that the full annual report for the Plan will be 
available upon request. All reports and other basic 
documents relating to the Plan are available to 
participants for their review, and copies will be 
supplied to participants at no charge upon request. At 
least annually each participant will be notified of the 
value of his account under the Plan. an ERISA notice 
briefly describing to participants their rights to 
information has been distributed. 


In addition, the Firr: will make available to participants 
on request the latest interim financial statements of 
the Plan’s investment fund, including detailed 
schedules of assets. The Firm has not distributed and 
does not intend to distribute, any type of promotional 
material relating to the Plan. 


Finally, Applicant does not request (and the exemptive 
authority vested in the Commission by Section 3(a)(2) 
does not authorize) exemption from the provisions of 
Section 17 of the Act, or any other applicable anti-fraud 
provisions of the securities laws, or any ru'es adopted 
pursuant thereto. 


\V. Discussion 


Applicant contends that were the Firm a corporation, 


rather than a partnership, interests or participants 
issued in connection with the Plan would be exempt 
from registration under Section 3(a)(2) of the Act, 
because no person who would be an “employee” within 
the meaning of Section 401(c)(1) of the Code would 
participate in the Plan. Applicant argues that the mere 
fact that it conducts its business as a partnership 
rather than as a corporation should not result in a 
requirement that interests in the Plan be registered 
under the Act. 


Applicant also maintains that were the Firm’s partners 
not permitted to participate in the Plan, the interests or 
participations issued in connection with the Plan 
would be exempt under Section 3(a)(2) since no other 
persons covered by the Plan would be “employees” 
within the meaning of Section 401(c)(1) of the Code. 
Applicant argues that there is no valid basis for a 
contrary result merely because the Plan also covers 
partners in the Firm. 


Applicant argues that the characteristics of the Plan 
are essentially typical of those maintained by many 
single corporate employers and that the legislative 
history of the relevant language in Section 3)a)(2) of 
the Act does not suggest intent on the part of Congress 
that interests issued in connection with single- 
employer Keogh plans necessarily should be registered 
under the Act. Rather, Congress excluded interests 
issued in connection with Keogh plans from the 
Section 3(a)(2) exempiion primarily out of concern over 
interests or participations in commingled or collective 
Keogh funds which might be marketed by sponsoring 
financial institutions to self-employed persons un- 
sophisticated in the securities field. Applicant asserts 
that the Plan assets are not invested in any such 
master or prototype plan or commingled with assets of 
any other plans or collective funds, and that the Plan, 
like similar plans of large corporations, has been 
specifically tailored to meet Applicant’s own particular 
requirements. 


Finally, Applicant states that the disclosures required 
by ERISA and the other disclosures to be made to Plan 
participants are additional grounds for granting the 
requested exemption. 


Applicant concludes that under the circumstances, 
granting the requested exemption would be appro- 
priate in the public interest, consistent with the protec- 
tion of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 22, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement of the nature of his interest, the reasons for 
such request, and the issues, if any, of fact or law 
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proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. A copy of such request 
shal! be served personally or by mail upon Applicant at 
the address stated above. Proof of such service (by 
affidavit or, in the case of an attorney at law, by certifi- 
cate) shall be filed contemporaneously with the 
request. An order disposing of the matter will be 
issued as of course following August 22, 1978, unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notice or order 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5953/August 2, 1978 


Adoption, Revision and Rescission of Rules and 
Regulations of General Application 


AGENCY: Securities and Exchange Commission 


ACTION: Final rule. 

SUMMARY: The Commission is amending its 
regulation relating to the publication of proposed rules 
in the Federal Register to permit incorporation by 
reference to the SEC Docket when less than an entire 
draft rule is published in the Federal! Register. 
EFFECTIVE DATE: Immediately. 

FOR FURTHER INFORMATION CONTACT: Myrna 
Siegel, Office of the General Counsel, Securities and 


Exchange Commission, Washington, D.C. 20549 (202) 
755-4868. 


SUPPLEMENTARY INFORMATION: Since October 1, 
1977, each federal agency has been required to pay for 
its own insertions in the Federal Register! The Com- 





1 PL 95-94 (August 5, 1977), amending 44 U.S.C. 1509, 
transferred the cost of printing the FEDERAL 
REGISTER from the legislative to the executive branch. 
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mission has been, and continues to be, a major 
contributor to the ever-increasing bulk of the Federal 
Register. In order to pare its costs, while at the same 
time maintaining compliance with the Administrative 
Procedure Act (“APA”), 5 U.S.C. 551, et seq., the 
Commission recently has attempted to eliminate 
extraneous items from its Federal Register insertions. 
Accordingly, the Commission’s staff has been 
reviewing the text of all notices to eliminate items 
which it believes are of no assistance in providing 
information to the public (such as lengthy recitals of 
statutory enabling sections). 


The Federal Register Act, 44 U.S.C. 1501, et seq., is 
essentially a notice statute, which is designed to 
inform the public timely of regulations proposed or 
adopted by the executive branch or independent 
agencies. In this connection, Congress has recognized 
that incorporating material by reference into Federal 
Register notices is appropriate where the material is 
reasonably available to the public and the Director of 
the Federal Register grants his permission. 


The Commission believes that under certain 
circumstances an appropriate method of decreasing its 
Federal Register insertions would be to utilize 
incorporation by reference which is provided for by 
Section 552 of the APA. 


In assessing instances where incorporation by 
reference would be appropriate, the Commission has 
concluded that it could be utilized in connection with 
certain rule proposals. Section 553 of the APA requires 
the publication of “either the terms or substance of a 
proposed rule or a description of the subjects and 
issues involved.” Because Commission rule proposals 
and explanatory material can sometimes be lengthy, 
the Commission has determined the material 
complying with APA requirements can, with the 
approval of the Director of the Federal Register, 
incorporate by reference material published in the SEC 
Docket.3 The Commission will continue to publish 
final rules in their entirety in the Federal Register. 


Amendment of Regulation 


At the present time the Commission’s regulation 
dealing with publication of proposed rules in the 
Federal Register, 17 CFR 202.6(b), requires the 
publication of the entire draft rule. Accordingly, in 





2 See, e.g., H.R. Rep. 1497, 98th Cong. 2d Sess. 7 
(1966); S. Rep. No. 813, 89th Cong., 1st Sess. 6 (1965); 
S. Rep. No. 1219, 88th Cong., 2d Sess. 4 (1964). 


3 See 1 CFR 51.4. 





order to enable the Commission to utilize incorporation 
by reference, when appropriate, the Commission 
hereby amends 17 CFR 202.6(b) to read as follows: 


§202.6 Adoption, revision, and rescission of rules and 
regulations of general application. 


* * * * 


(b) After preliminary consideration by the Commission 
either the substance of the proposed rule or the entire 
draft is published in the Federa/ Register. |f less than 
the entire draft is published, the Federal Register 
notice will incorporate the complete draft of the 
proposed rule by reference to an issue of the SEC 
Docket, in which such draft is published. Such draft is 
also mailed to interested persons (e.g., other 
interested regulatory bodies, principal registrants or 
persons to be affected, stock exchanges, professional 
societies and leading authorities on the subject 
concerned, and other persons requesting such draft) 
for criticism and suggestions. Unless otherwise 
requested written comments and suggestions received 
become a part of the public record upon the proposed 
rule. Following analysis of comments and suggestions 
received, the rule may be adopted in the form drafted or 
in revised form in the light of such comments. In some 
cases a revised draft is prepared and either the entire 
draft notice or its substance is published in the Federa/ 
Register, with incorporation by reference to 
publication of the revised draft in an issue of the SEC 
Docket. Where appropriate, a public hearing may be 
held before final action upon the proposal. Any 
interested person may appear at the hearing or may 
submit written comment for consideration in 
accordance with the Commission’s notice of the rule- 
making procedure to be followed. The rule in the form 
in which it is adopted by the Commission is publicly 
released and is published in the Federal Register. 


The commission finds that the foregoing action relates 
solely to rules of agency procedure or practice and, 
accordingly, that notice and prior publication for 
comment under the Administrative Procedure Act, 5 
U.S.C. 551, et seq., are unnecessary. See 5 U.S.C. 
553(b). 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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Application pursuant to Section 11A(a)(3)(B) 
(File No. 4-281) 
TEMPORARY ORDER 


Notice is hereby given that the Securities and 
Exchange Commission has issued an order, pursuant 
to Section 11A(a)(3)(B) of the Securities Exchange Act 
of 1934 (the ‘“‘Act”), authorizing certain self-regulatory 
organizations to act jointly, in accordance with a plan 
(the “Plan”) filed with the Commission, with respect to 
matters as to which they share authority under the Act 
in planning, developing, operating and regulating a 
national market facility consisting of a consolidated 
quotation system (the ‘quotation system”). The order 
authorizes those self-regulatory organizations to 
implement that facility on a temporary basis as a 
means of facilitating a national market system in 
ene with the requirements of Section 11A of the 
Act. 


1. Background 


On July 25, 1978, the New York Stock Exchange, Inc. 
(“NYSE’’) and American Stock Exchange, Inc. 
(“Amex”) (collectively, the “participants”) filed jointly 
with the Commission a “Plan for the Purpose of Imple- 
menting Rule 11Ac1-1 under the Securities Exchange 
Act of 1934.”2 The Plan contemplates creation of a 
Consolidated Quotation Association (“CQA”), similar 
in structure to the Consolidated Tape Association 
which governs the consolidated transaction reporting 
system (‘‘consolidated system’’), to oversee the 
development and implementation of a consolidated 
data stream for quotation information with respect to 
reported securities (/.e., securities as to which last sale 
information is made available in the consolidated 
system). The Plan would (i) establish joint procedures 





1 The temporary authorization granted herein includes 
not only the specific self-regulatory organizations 
named above, but also any other self-regulatory 
organization which agrees to become a participant in 
the quotation system by subscribing to the Plan. 


2 The Commission understands that copies of the Plan 
have been furnished to the Boston Stock Exchange, 
Inc. (“BSE”), Cincinnati Stock Exchange, Inc. (“CSE”), 
National Association of Securities Dealers, Inc. 
(“NASD”), Pacific Stock Exchange, Inc. (“PSE”), and 
Philadelphia Stock Exchange, Inc. (“Phix”) and that, 
with the exception of the CSE, all of those self-regula- 
tory organizations are contemplating participation in 
the quotation system. 
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to govern the collection, processing and dissemination 
of quotation information by the participating market 
centers, (ii) provide for selection and evaluation of an 
exclusive processor to collect quotation information 
from the participating market centers and make that 
information available to quotation vendors, and (iii) 
establish fees relating to the receipt of quotation infor- 
mation. A complete copy of the Plan is available for 
public inspection at the Commission’s Public Refer- 
ence Room, Room 6101, 1100 L Street, N.W., 
Washington, D.c.3 


In connection with implementation of the Plan, the 
participants have requested that the Commission 
approve the Plan and “issue an order pursuant to 
Section 11A(a)(3)(B) of the ... Act ... evidencing such 
approval.”* Section 11A(a)(3)(B) authorizes the Com- 
mission, in furtherance of the statutory directive to 
facilitate the development of a national market system, 


by rule or order, to authorize or require self- 
regulatory organizations to act jointly with 
respect to matters as to which they share 
authority under [the Act] in planning, 
developing, operating, or regulating a 
national market system (or a subsystem 
thereof) or one or more facilities thereof; 


As more fully discussed below, the Commission has 
determined, subject to certain conditions, to grant the 
request of the participating self-regulatory organi- 
zations to permit immediate implementation of the 
Plan, on atemporary basis, because it believes that the 
Plan constitutes a step toward the development of a 
national market system.° 





3 See File No. 4-281. 


4 Letter from Robert C. Hall, Executive Vice President, 
NYSE, to Andrew M. Klein, Director, Division of Market 
Regulation, July 24, 1978. The Plan provides that it 
shall become effective as to participants only at such 
time as it has been approved by the Commission. 


5 The Commission’s approval of the Plan, on a 
temporary basis, is conditioned on the participating 
self-regulatory organizations not implementing that 
portion of the Plan which proscribes the furnishing of 
quotation information with respect to a particular 
reported security during any regulatory halt initiated by 
the market center which is the “primary” market for 
that security. 





ll. Description of Plan 


The following is a summary description of the Plan as 
filed with the Commission.§ 


A. Purpose of Plan 


The stated purpose of the Plan is to enable its partici- 
pants, through joint procedures, to make quotation 
information available as required by subparagraph 
(b)(1) of Rule 11Ac1-1. The Plan provides that each of 
the participants will collect the information specified in 
the Rule from broker-dealers and furnish it to a Plan 
processor (“Processor”), which will sequence and 
transmit the information by means of a consolidated 
high speed data transmission line to vendors and sub- 
scribers. The Processor will transmit data for both 
Network A and Network B securities through the same 
high speed line.” 


B. Administration of the Plan 


The Plan, if approved, will be administered by an Oper- 
ating Committee composed of one representative from 
each of the participants. Each representative will have 


one vote on all matters considered by the Operating’ 


Committee and, with the exception of certain financial 
matters, all action taken by the Operating Committee 
requires the affirmative vote of a majority of the total 
number of members. However, any proposed amend- 
ment to the Plan requires the approval of each of the 
participants and the Commission. 


The Operating Committee would be authorized by the 
Plan to act directly or by delegation to subcommittees. 
It would have authority to oversee development of the 
quotation system in accordance with specifications 
agreed upon by each of the participants and, after the 
system becomes operational, it would have the 
authority to develop the procedures and make the 
administrative decisions necessary to facilitate the 
operation of the system in accordance with the Plan 
and to monitor compliance with its terms.9 





6 The complete text >f the plan is contained in File No. 
4-281 and, as indicated above, is available for public 
inspection at the Commission’s Public Reference 
Room. 


7 Network A reports transactions in NYSE-listed secu- 
rities which occur on any of the participating 
exchanges, in the “third market,” or through Instinet. 
Network B reports transactions in Amex and certain 
regional listed securities. 


8 Plan, at 9-11. 


9 id. at 10-11. 


C. Operation of Quotation System 


The Plan provides that each participant collect, and 
furnish to the Processor, all quotation information 
required to be made available by participants under 
subparagraph (b)(1) of Rule 11Ac1-1. Thus, pursuant to 
subparagraphs (b)(1)(i) and (ii) of the Rule, each bid 
and offer furnished to the Processor is required to be 
accompanied by the quotation size or aggregate quo- 
tation size and each bid and offer furnished by a 
national securities association is required to be 
accompanied by an appropriate symbol identifying the 
broker or dealer who made such bid or offer. The 
participants have agreed to furnish the quotation infor- 
mation as promptly as possible and in any event to 
insure that, on the average and under normal 
conditions, bids and offers will be furnished to the 
Processor within approximately one minute of the time 
that they are communicated to the participant. The 
participants agree that they shall have as an objective 
the reduction of the time period for furnishing quo- 
tation information to the Processor. 1 


Pursuant to subparagraph (b)(3)(i) of Rule 11Ac1-1, 
whenever any participating exchange determines that 
the level of trading activity or the existence of unusual 
market conditions with respect to a security is such 
that the participant is incapable of complying with sub- 
paragraph (b)(1) of the Rule in a manner which 
accurately reflects the current state of the market in 
such security on the floor of the participant, the 
participant is required to notify the Processor, which 
would then notify quotation vendors and other persons 
as required by the Rule. Each participant is required to 
monitor the activity or conditions which formed the 
basis for its notification to the Processor, and when it 
determines that it is once again capable of collecting, 
processing and making available the quotation infor- 
mation with respect to the security required by sub- 
paragraph (b)(1) of the Rule, the exchange involved is 
required to transmit that renotification to quotation 
vendors and other persons. 


The Plan also provides that whenever the Processor 
has been informed that the “primary” market for a 
security has halted or suspended trading in a security, 
the Processor is required to give notice to the other 
participants, and quotation vendors and other persons. 
Upon receipt of such notice, each participant, after 
providing the processor with an appropriate indication, 
shall cease, during the period of the regulatory halt or 
suspension, furnishing quotation information with 





10 ig. at 15-16, 19-20. 


11 ig. at 15-17. 
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respect to such security to the Processor. When the 
Processor has been informed that the “primary” market 
has ended the halt or suspension of trading, the 
Processor is required to renotify the same persons and, 
upon receipt of such renotification, each participant is 
required to recommence furnishing quotation 
information to the Processor with respect to such 
security. 


The Processor is required to validate the quotation 
information received from any participant for proper 
format, but not perform any other validation function. 
Thus, the Processor would reject a bid or offer which is 
incorrect as to format; however, the accuracy of all 
information furnished to quotation vendors and other 
persons will be the sole responsibility of the partici- 
pants. 1 


The Plan provides that all quotation information 
received by the Processor will be transmitted to quo- 
tation vendors and other persons by means of a high 
speed data transmission line. The quotation infor- 
mation will be transmitted without alteration and in the 
sequence in which it is received from the 
participants. 


The Plan provides for the collection and dissemination 
of quotation information between 9:30 a.m. and 4:15 
p.m., Eastern time, Monday through Friday, provided 
that at least one of the participants is open for trading. 
In addition, the Plan provides for collection and dis- 
semination of quotations after hours if requested by 
any participant, provided the requesting participant 
agrees to pay all costs and expenses which would not 
have been incurred by the Processor had it not 
conducted operations during such additional period. 15 


D. Contracts Between the Processor and Participants 


Pursuant to the Plan, a standard form contract would 
be entered into between the Processor and each 
participant which, among other things, would describe 
the respective obligations of the Processor and the 
participant with respect to the Plan. In addition, each 
contract would provide for the reimbursement of the 
Processor for its operating expenses in connection 
with the operation of the quotation system. Further, 





12 Ig. at 25-27. 
13 jg. at 17-18. 
14 ig. at 18-19. 
15 ig. at 28-29. 
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each such contract would provide for the indemnifi- 
cation of the Processor with respect to any liability or 
expense incurred by or threatened against the Proces- 
sor as a result of the furnishing of any quotation infor- 
mation by the participant to the Processor. ! 


The Plan provides that the contract between the 
Processor and any participant terminates upon the 
withdrawal from the Plan of such participant.17 In 
addition, the Operating Committee is authorized to 
terminate all contracts between the Processor and the 
participants if the Operating Committee determines 
that the Processor has failed to perform its functions in 
a reasonably acceptable manner in accordance with the 
provisions of the Plan or that the Processor’s reimburs- 
able expenses have become excessive and are not 
justified on the basis of reasonable costs. The 
Operating Committee may not otherwise replace the 
Processor except through an amendment to the Plan 
(which requires unanimous consent) or after expiration 
of the contracts. 1! 


The Securities Industry Automation Corporation 
(“SIAC”) has been engaged to serve as Processor for an 
initial term of five years. During the fifth yer of the 
initial term, the Plan provides that the Operating Com- 
mittee review the question of the continuance of SIAC 
as Processor, taking into consideration such factors as 
experience, technological capability, quality and reli- 
ability of service, relative costs, back-up facilities and 
regulatory considerations. Thereafter, the Plan 
requires the Operating Committee to undertake a 
further review, at least every two years (or from time to 
time when requested by any two participants), as to 
whether the then Processor should be continued. The 
commission must be informed of any such review and 
furnished with a copy of any report prepared as part of 
such review. 





16 jg. at 12-13. 


17 Any participant not then subject to the Rule is per- 
mitted to withdraw from the Plan on 60 days notice to 
the Processor and each of the other participants, pro- 
vided that a withdrawing participant would remain 
liable for its obligations with respect to accrued 
operating expenses of the Processor and indemnifica- 
tion of the Processor. /d. at 54. 


18 ig. at 13-14. 


19 ig. at 14-15. 





E. Relationship Between the Participants, Quotation 
Vendors and Subscribers 


1. Contracts with Quotation Vendors and Subscribers 


The Plan authorizes the NYSE to act on behaif of all the 
participants in entering into contracts with quotation 
vendors and other persons regarding access to the high 
speed transmission line.©Y The Operating Committee, 
however, must approve interrogation devices provided 
or made available by quotation vendors, including all 
functions of such devices involving the display of, or 
based upon, quotation information made available by 
the Processor. The Plan also requires that each 
contract with a vendor which contemplates offering a 
quotation information service utilizing an interro- 
gation device provide that the vendor will display quo- 
tation information on a “non-discriminatory” basis and 
in compliance with the Act and any rules thereunder, 
and, in the event interrogation devices supplied by 
such vendors are not capable of (i) displaying 
quotation size, and (ii) indicating when bids and offers 
are not firm because an exchange participant has 
invoked the “unusual markets” exception to Rule 
11Ac1-1, such vendor shall, as soon as reasonably 
practicable, cause such interrogation devices to have 
both such capabilities. 


With respect to subscribers to vendor quotation 
services, the Plan authorizes the NYSE (with respect to 
Network A securities) and the Amex (with respect to 
Network B securities) to act on behalf of all partici- 
pants in executing contracts regarding the furnishing 
of quotation information. Subscribers currently 
receiving quotations from the NYSE and Amex 
pursuant to contracts with those exchanges can 
receive quotation information based on the consoii- 
dated data stream by executing a new agreement with 
the NYSE and/or the Amex (as the case may be). New 
subscribers will be required to submit an application 
for approval by the NYSE or Amex will be referred to 
the Operating Committee for final decision. The 
Operating Committee may disapprove an application 
when it determines that such action is necessary or for 
the protection of investors. 





20 in addition, any person using quotation information 
in connection with a computer input service must enter 
into additional contracts with the NYSE (with respect 
to Network A securities) or the Amex (with respect to 
Network B securities). 


21 Ig. at 20-23. 


22 Id. at 23-25. 


2. Charges to Recipients 
a. General Provisions of the Plan 


The Plan states generally that “[c]harges to recipients 
shall not be set below the level necessary to recover 
costs that were considered by the Amex and NYSE in 
determining charges to [persons currently receiving 
Amex and NYSE quotations], and shall be designed 
with the goal of achieving a revenue structure which 
[(i)] prevents abrupt dislocations in the revenue 
currently derived [by the Amex and NYSE for quotation 
dissemination] and [(ii)] avoids precipitous rate 
increases to recipients. . . .”29 


Charges to recipients of quotation information for Net- 
work A securities may increased above certain 
minimum rates,<* and charges for quotation infor- 
mation for Network B securities may be set at a level 
different from the rates provided in the Plan,29 by an 
affirmative vote of two-thirds of the members of the 
Operating Committee, provided, however, that the 
charges to be imposed on persons who are broker- 
dealer members of the NYSE for quotation information 
for Network A securities may not be set higher than the 
minimum rates provided in the Plan prior to the seventh 
year after the commencement of operations under the 
Plan if two or more members of the Operating 
Committee vote against such an increase. Charges 
once set, other than a charge for quotation information 
for Network B securities, may not be reduced without 
the unanimous vote of the Operating Committee. In 
addition, except as provided above, any modification 
to any charges, or any method of calculation of 
charges, may be made only by an amendment to the 
Plan. 


No charges shall be made to a participant for receiving 
quotation information so long as that participant is 
subject to, and not in default under, a contract with the 
NYSE or Amex which provides that (i) quotation infor- 
mation will be furnished to the participant only at 
premises occupied solely by the participant or on the 
participant’s trading floor, (ii) the quotation infor- 
mation will be used by the participant solely for regu- 
latory and surveillance purposes, or for any other 
purpose approved by the Operating Committee, and 





23 ig. at 38. 
24 See Table 1 infra. 
25 See Table 2 infra. 


26 Plan, at 38-39. 
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(iii) the quotation information will not be retransmitted 
from, or otherwise made available to, any person not 
located within, or on, such premises or trading floor. 7 


b. Charges to Subscribers (Network A) 


The CQA Plan contemplates three categories of 
subscribers for purposes of establishing charges for 
the receipt of quotation information for Network A 
securities: (1) broker-dealers which are members of the 
NYSE; (ii) broker-dealers which are not members of the 
NYSE but are members of one of the other participating 
market centers; and (iii) all others. The proposed fee 
structure for each category is as follows: 


(i) Broker-dealers which are members of the 
NYSE—Currently NYSE members are charged $35.00 
per month for the first terminal on which NYSE quo- 
tations can be displayed and $3.50 per month for each 
additional terminal. Under the Plan, minimum charges 
for consolidated quotation information would initially 
be at that level. The Plan provides, however, for 
periodic increases in those rates over a six year period 
in order to bring those rates in line with the rates 
currently being charged to non-NYSE members for the 
receipt of NYSE quotations.28 


(ii) Broker-dealers which are not members of the 
NYSE but are members of one of the other participating 
market centers—Currently, subscribers which are not 
NYSE members are charged rates which are approxi- 
mately 60 percent higher than those charged NYSE 
members—$57.00 per month for the first terminal on 
which NYSE quotations can be displayed and $5.70 per 
month for each additional terminal. Under the Plan, 
minimum charges for consolidated quotation 
information would continue at that level for the first 
five years of the Plan, at which time the fees for all 
broker-dealers which are members of any participant 
would be equalized.29 


(iii) All others—Currently, persons who would be in 
this category (SECO broker-dealers, members of any 
self-regulatory organization which is not a participat- 
ing market center, and institutional and individual 
investors) pay the same rates as persons in category 
(ii) above—$57.00 per month for the first terminal on 





27 id. at 40. 


28 The Plan calls for an increase in rates to NYSE 
members of 15 percent approximately two months after 
the Plan becomes effective, with increases of 8 percent 
per year scheduled in each of the next five years. /d. at 
41-43. 


29 Id. at 43-44. 
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which NYSE quotations can be displayed and $5.70 per 
month for each additional terminal. Under the Plan, 
minimum charges for consolidated quotation 
information would initially at that level, but would be 
increased by 8 percent approximately two months after 
commencement of operation under the Plan, and by an 
additional 8 percent in each of the next five years. 


The following table sets forth the proposed fees for 
each of the three categories of subscribers: 


Table 1 appears at right 


b. Charges to Subscribers (Network B) 


Charges for the receipt of quotation information for 
Network B securities would initially be identical for all 
subscribers and would be set at the rate currently 
charged for the receipt of Amex quotations—$8.25 per 
terminal. After the CQA Plan has been in operation for 
approximately two months, charges would be raised 
approximately 4 percent for subscribers who are 
broker-dealer members of a participating market center 
and 12 percent for all other subscribers—thereby 
creating two categories of subscribers for purposes of 
charges for the receipt of consolidated quotation 
information for Network B securities. Following this 
initial increase, charges to each category of sub- 
scribers would be increased 8 percent per year in each 
of the next five years. 


The following table sets forth the proposed fees for 
each of the two categories of Network B subscribers: 


Table 2 appears at right 


c. Charges to Other Persons 


Charges to quotation vendors and other persons for 
access to the high speed transmission line will be set 
at a rate designed to recover the actual expenses 
incurred Ry the Processor relating to the operation of 
that line.3 


F. Financial Arrangements Among the Participants 


The Plan sets forth the agreed upon sharing of income 
and expenses associated with making available 
Network A and Network B quotation information. As to 
each network, a participant’s “Annual Share” of net 
income for any calendar year will be measured by the 
number of transactions reported by all participants 





30 Id. at 42-43. 


31 Id. at 46-48. 





TABLE 1 
Proposed COA Quotation Fees 





Category (i) Category (ii) Category (iii) 
NYSE Members Non-NYSE Member All others 
of Participant 











First Each First Each First Each 
Unit Addt'l Unit Addt'l Unit Addt'l 
Year l 


First two $35.00 $3.50 $57.00 $5.70 $57.00 $5.70 
months 


Next 10 40.00 4.00 57.00 5.70 61.50 6.15 
months 


Year 2 43.00 4.30 57.00 66.50 6.65 


Year 3 46.50 4.65 57.00 72.00 7.20 


Year 50.00 5.00 57.00 77.50 7275 
Year 54.00 57.00 84.00 8.40 
Year 58.50 58.50 90.50 9.05 





TABLE 2 
Proposed COA Quotation Fees 
Network B 


Category (i) Category (ii) 
Broker-Dealer All Others 
Member of Participant 


Each Unit Each Unit 




















Year 1 


First two 
months $°8.25 


Next ten 
months 9.25 


Year 2 10.00 
Year 3 10.80 
Year 11.65 
Year 12.60 
Year 13.60 
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during that year. For example, if the NYSE reports 
four-fifths of the total number of transactions for 
Network A securities disseminated under the joint 
industry plan, then NYSE’s Annual Share of the net 
income from that network will be four-fifths. 


Under the Plan income and expenses associated with 
the distribution of consolidated quotation information 
will be separated into two parts. One part consists of 
the income received from all high speed line access 
charges and the expenses relating to the maintenance 
of the high speed line. The second part consists of all 
other income received as a result of making available 
quotation information (this will consist primarily of the 
charges collected from subscribers who use interro- 
gation units) and the expenses relating to the 
furnishing of quotation information (other than those 
relating to the high speed line), including adminis- 
trative expenses, legal expenses, etc. 


Total expenses relating to operation of the high speed 
line for both Networks A and B will be deducted from 
total charges collected from high speed line access 
charges, and the differences divided between Network 
A and Network B in proportion to the number of trans- 
actions reported in the consolidated system for each 
Network. For example, if the total high speed line 
access charges amount to $50,000 in a given caiendar 
year and if total high speed line costs equal $48,000, 
there would be $2,000 of net income from operation of 
the high speed line to be divided between Network A 
and Network B. If, during the calendar year, the 
number of transactions reported for Network A 
amounted to 75 percent of the total number of trans- 
actions reported during that period for both Networks, 
then 75 percent of the $2,000 net income would be allo- 
cated to Network A and the remaining 25 percent would 
be allocated to Network B. The proportion of the high 
speed line net income allocated to Network A under 
this formula would be combined with the other net 
income relating to Network A, i.e., the total of all 
income received relating to Network A (other than high 
speed line access charges) less the total of all Network 
A expenses other than high speed line expenses. 


The amount resulting from this combination of the two 
kinds of net income would then be allocated among 
participants as follows: 


Network A—In each of the first two calendar 
years, the NYSE would first be allocated 50 
percent of this combined net income and 
the remaining 50 percent would be allocated 
among all of the Network A Participants 
(including the NYSE) according to their 
respective Annual Shares. After the second 
calendar year, all of the combined net 
income of Network A would be allocated 
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among Network A Participants according to 
their respective Annual Shares.32 


Network B—In the first calendar year, the 
Amex would first be allocated 50 percent of 
this combined net income and the 
remaining 50 percent would be allocated 
among all of the Network B participants (in- 
cluding the Amex) according to their 
respective Annual Shares. In the second 
calendar year, the Amex would first be allo- 
cated ten percent of the combined net 
income and the remaining 90 percent would 
be allocated among all of the Network B 
participants according to their respective 
Annual Shares. After the second calendar 
year, all of the combined net income would 
be allocated among Network B participants 
according to their respective Annual 
Shares. 


il. Temporary Approval 


Section 11A(a)(2) of the Act, added by the Securities 
Acts Amendments of 1975 (the “1975 Amendments”), 
directs the Commission, having due regard for the 
public interest, the protection of investors, and the 
maintenance of fair and orderly markets, to use its 
authority under the Act to facilitate the establishment 
of a national market system for securities in accord- 
ance with certain Congressional findings and objec- 
tives. These findings and objectives are set forth in 
Section 11A(a)(1) of the Act. 


On January 26, 1978, the Commission issued a state- 
ment on the national market system setting forth the 
Commission’s views as to “those steps which it 
believes must be taken over the next year to facilitate 
development of the kind of national market system 
envisioned by the Congress and mandated by the 1975 
Amendments.”34 Among the steps described by the 
Commission in the January Release was 


[the] adoption of Rule 11Ac1-1 under the 
Act, which is designed to facilitate the 
prompt development of a composite quo- 
tation system by improving the quality and 
reliability of quotation information to 
securities information vendors ... by 
exchanges and third market makers. 





32 ig. at 33-34. 


33 Iq, 


34 Securities Exchange Act Release No. 14416 
(January 26, 1978) at 26, 43 FR 4358 (the “January 
Release’’). 


35 iq. 





In discussing the need for improved dissemination of 
quotation information, the Commission described the 
availability of comprehensive quotation information as 
a fundamental building block of the national market 
system and stated its belief that such information 


will improve both brokers’ and public inves- 
tors’ knowledge of current prices at which 
reported securities can be bought or sold 
throughout the country. In turn, availability 
of [comprehensive quotation information} 
should (i) lead to increased efforts by 
brokers to make informed order routing 
decisions from among the various com- 
peting market centers (in order to choose 
that particular market affording, at a 
particular point in time, the most favorable 
execution opportunities to their customers); 
(ii) foster improvements in existing 
methods of routing orders to all market 
centers; (iii) enhance fair competition 
among markets; and (iv) otherwise advance 
the objectives of a national market system 
specified by the Congress in Section 11A(a) 
of the Act.36 


In the release announcing the adoption of Rule 
11Ac1-1, the Commission encouraged the self- 
regulatory organizations to plan for joint implemen- 
tation of the Rule by stating that, in its view, “any 
arrangement among all of the various exchanges and 
associations leading to centralized processing, 
sequencing and validation of quotations would be 
beneficial.”37 In its release deferring the effective date 
of the Rule to August 1, 1978, the Commission stated 
that 


[it] continues to believe that joint imple- 
mentation of the Rule would be in the public 
interest and would further the purposes of 
the Act by facilitating the development of an 
important facility of a national market 
system—a composite quotation system.38 


The Commission then went on to state that 


[i]t ... appears that the creation of a single 
data stream [for quotation information] 





36 ig. at 27-28, 43 FR 4358. 


37 Securities Exchange Act Release No. 14415 
(January 26; 1978) at 51, 43 FR 4349. 


38 Securities Exchange Act Release No. 14711 (April 
27, 1978) at 5, 43 FR 18556. 


would result in reduced costs for both the 
self-regulatory organizations and the 
vendors by eliminating the necessity for 
duplicative facilities, data transmission 
lines and personnel, and by resolving 
potential timing and sequencing prob- 
lems. 


The plan as filed, in the Commission’s view, represents 
a positive response to these statements. Although it 
now appears that at least one market center may decide 
to report its quotations directly to vendors, rather than 
through participation in the Plan, the development of 
the Plan demonstrates the ability of the various self- 
regulatory organizations to continue to work coopera- 
tively and resolve individual differences in order to 
make genuine progress toward a national market 
system. 


Because the Commission believes that the consoli- 
dated quotation data stream contemplated by the Plan 
may provide an appropriate basis for the creation of a 
composite quotation system—an essential element of 
a national market system—the Commission is 
presently of the view that commencement of the quo- 
tation system, in the manner described in the Plan, on 
the temporary basis contemplated by this order 
pending solicitation of public comment and final 
Commission action with respect to the Plan, is in the 
public interest. The Commission further believes that, 
in light of the August 1, 1978 effective date of Rule 
11Ac1-1 and the fact that those market centers which 
have signed the Plan (and those market centers which 
are expected to do so prior to August 1, 1978) have 
relied on the consolidated quotation collection and 





39 ig. 


40 The Commission regards the development of a com- 
prehensive quotation system as a laudable contribu- 
tion to prompt progress toward achievement of a 
national market system and hopes that all market 
centers will participate in the Plan. Persons 
commenting on the Plan are requested to analyze the 
implications of one or more market centers not 
participating in the consolidated quotation data stream 
contemplated by the Plan, particularly in terms of (i) 
the effects on quotation dissemination during 
regulatory halts, and (ii) the ability of any such market 
center to participate in revenues received by the CQA 
under the Plan or to charge individually for quotation 
information. Furthermore, the Commission requests 
interested persons to address whether the Commission 
should require all market centers to participate in the 
Plan and make available quotations to vendors only by 
means of a single, consolidated data stream. 
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dissemination facilities provided for in the Plan to meet 
their obligations under the Rule with respect to the 
availability of quotation information to vendors, 
immediate implementation of the Plan is necessary to 
ensure full compliance with the Rule on its effective 
date by all participating market centers and that, there- 
fore, good cause exists for temporary Commission 
authorization of joint self-regulatory action in this 
case.4 


IV. Conditional Nature of Order and Request 
for Public Comment 


The Commission has determined to permit implemen- 
tation of the Plan, in the manner proposed by the 
participants (except as described below), for a period 
of 180 days. During that time, the Commission intends 
to monitor the implementation of the Plan by the 
participants and, at the conclusion of the 180 day 
period, to determine, on the basis of that experience 
and on the basis of public comment on the Plan and 
related issues, whether to issue an order authorizing 
the participants to act jointly in implementing the Plan 
on a permanent basis. 


The Commission has determined, however, that one 
provision of the Plan as filed should not be imple- 
mented at this time, even on a temporary basis. That 
provision establishes requirements with respect to the 
dissemination of quotation information for a particular 
reported security by a participating market center 
during a regulatory halt initiated by the “primary” 
market for that security. 


As discussed above, the Plan provides that, upon 
initiation of a regulatory halt with respect to a 
particular reported security by the “primary” market for 
that security, all participants shall cease disseminating 
quotation information with respect to that security 
until notified that the “primary” market has terminated 
such regulatory halt. Because market centers other 
than the “primary” exchange markets do not have back- 
up facilities to disseminate quotations to vendors 
during such a regulatory halt, the practical effect of 
this provision would be to require every participant to 
halt trading during any regulatory halt initiated by the 
“primary” market because of the inability of those 
market centers to make quotations available to 





41 In approving the Plan on a temporary basis, the 
Commission, of course, expresses no view as to 
whether, after receipt of public comment and further 
study, the Plan, in its present form, will be found to 
conform to the requirements of the Act. In that connec- 
tion, we note that modification of the Plan may become 
necessary, on the basis of experience. 
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vendors, as required by Rule 11Ac1-1, during the 
pendancy of the halt. 


The regulatory halt provision of the Plan, in our view, 
raises legal and policy questions with respect to the 
appropriateness of halting all trading during a regu- 
latory halt initiated by one market center which we do 
not believe should be resolved in the absence of public 
comment. In addition, because the practical effect of 
the provision would be to prevent all trading by partici- 
pating market centers during a regulatory halt initiated 
by the “primary” market, and, in particular, would 
prevent any market center from resuming trading after 
such a halt is initiated before trading resumes in the 
“primary” market, implementation of the regulatory 
halt provision of the Plan may, in our view, impose a 
burden on competition not necessary or appropriate in 
furtherance of the purposes of the Act. Accordingly, 
the Commission has determined that its temporary 
order approving implementation of the Plan be 
conditioned on the participants not implementing that 
provision of the Plan proscribing the dissemination of 
quotation information for any reported security by any 
participating market center during a regulatory halt 
initiated by the “primary” market with respect to such 
security. 


NOTICE IS HEREBY GIVEN that any interested person 
may submit written views, data and arguments with 
respect to the Plan (or any provision thereof) not later 
than October 1, 1978. The Commission is particularly 
interested in receiving comment with respect to the 
following aspects of the Plan: (i) the provision pro- 
scribing the dissemination of quotation information 
during a regulatory halt,4 (ii) the proposed fee 
schedules for subscribers,43 (iii) the time parameters 
within which participating market centers are expected 
to collect quotation information and transmit that 
information to the Processor, and (iv) the proposed 
voting arrangements and allocation of revenues. 
Persons wishing to make such submissions should file 
six copies thereof with George A. Fitzsimmons, Secre- 
tary, Securities and Exchange Commission, Room 892, 
500 North Capitol Street, Washington, D.C. 20549. All 
submissions should refer to File No. 4-281 and will be 
available for public inspection at the Commission’s 





42 In particular, the Commission requests commenta- 
tors to focus on the impact of the regulatory halt pro- 
vision on the ability of any market center to resume 
trading following initiation of a regulatory halt before 
trading resumes in the “primary” market. 


43 In particular, the Commission requests commenta- 
tors to address the appropriateness of fees for quota- 
tion information which are not uniform with respect to 
all categories of subscribers. 





Public Reference Room, Room 6101, 1100 L Street, 
N.W., Washington, D.C. 


* * 


IT 1S HEREBY ORDERED, pursuant to Section 
11A(a)(3)(B) of the Act, that, subject to the terms and 
conditions described above, the self-regulatory organi- 
zations named above (and any other self-regulatory 
organization which agrees to be a participant in the 
Plan) are authorized for 180 days from the date of this 
order, to act jointly in planning, developing, operating 
or regulating the quotation system in accordance with 
the terms of the Plan. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15010/July 28, 1978 


In the Matter of 
CINCINNATI STOCK EXCHANGE 


ORDER GRANTING EXEMPTION 


The Cincinnati Stock Exchange (“Cincinnati”) has 
requested that the Commission grant it an exemption 
from the requirements of 17 CFR §240.11Ac1-1 (Rule 
11Ac1-1 under the Securities Exchange Act of 1934, the 
“Act”). Rule 11Ac1-1 requires, as of its effective date 


(August 1, 1978), that every national securities 
exchange and national securities association establish 
and maintain procedures to collect, process and make 
available to vendors quotations, including size, in 
equity securities as to which last sale information is 
reported (“reported securities”) in the consolidated 
transaction reporting system (“consolidated system”) 
contemplated by Rule 17a-15 under the Act. The Cin- 
cinnati’s exemption request relates to those reported 
securities traded on Cincinnati otherwise than through 
its pilot program establishing an automated, multiple 
dealer trading system (“Cincinnati system”). 


Having considered Cincinnati’s aggregate dollar and 
share trading volume in reported securities not traded 
in the Cincinnati system and Cincinnati’s cost 
burdens, in proportion to the benefits which might now 
be obtained, as a consequence of compliance with 
Rule 11Ac1-1 as to those securities, the Commission 


has determined that the grant of the exemption is 
consistent with the public interest, the protection of 
investors and the removal of impediments to and per- 
fection of the mechanism of a national market system. 
Accordingly, the Commission has determined to grant 
Cincinnati an exemption from the requirements of Rule 
11Aci-1, pursuant to paragraph (d) thereof, 
conditioned upon Cincinnati submitting (i) quarterly 
reports to the Commission and to the processor of the 
consolidated system, no later than 30 days after each 
calendar quarter, consisting of aggregate share and 
dollar volume, number of block trades and aggregate 
number of transactions in each reported security 
traded on the Cincinnati outside of the Cincinnati 
system; and (ii) a report to the Commission, by 
November 1, 1978, specifying time and cost estimates 
for effecting compliance with Rule 11Aci-1 as to 
reported securities traded on the Cincinnati outside of 
the Cincinnati system, together with a description of 
those efforts made by Cincinnati to explore alternative 
means of effecting such compliance. The exemption is 
subject to modification or revocation at any time if the 
Commission determines that such action is necessary 
or appropriate in light of progress made towards a 
national market system or otherwise in furtherance of 
the purposes of the Act. 


The text of the letter informing Cincinnati of the 
Commission’s action is set forth below: 


July 28, 1978 


Mr. K. Richard E. Niehoff 
Chairman of the Board 
Cincinnati Stock Exchange 
205 Dixie Terminal Building 
Cincinnati, Ohio 45202 


Dear Mr. Niehoff: 


The Commission has reviewed the request of the 
Cincinnati Stock Exchange (“Cincinnati”) for an 
exemption from the requirements of Rule 11Ac1-1 
under the Securities Exchange Act of 1934 (the “Act”), 
pursuant to paragraph (d) thereof. The Cincinnati’s 
exemption request relates to those equity securities as 
to which last sale information is reported (“reported 
securities”) in the consolidated transaction reporting 
system (‘‘consolidated system”) contemplated by Rule 
17a-15 under the Act traded on Cincinnati otherwise 
than through its pilot program establishing an 
automated, multiple dealer trading system (“Cincinnati 
system”). In the course of its review, the Commission 
has considered, among other things, Cincinnati's 
aggregate share and dollar volume in reported 
securities not traded in the Cincinnati system, and 
Cincinnati's cost burdens, in proportion to the benefits 
which might now be obtained, as a consequence of 
compliancej with Rule 11Ac1-1. 
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The Commission has authorized me to inform you that 
Cincinnati’s request for exemption from Rule 11Ac1-1 
has been granted, subject to the condition that 
Cincinnati submit (i) quarterly reports to the Director of 
the Division of Market Regulation and the processor of 
the consolidated system, no later than 30 days after 
each calendar quarter, consisting of aggregate share 
and dollar volume, number of block trades and 
aggregate number of transactions in each reported 
security traded on Cincinnati outside of the Cincinnati 
system and (ii) a report to the Director of the Division 
of Market Regulation, by November 1, 1978, specifying 
time and cost estimates for effecting compliance with 
Rule 11Ac1-1 as to reported securities traded on the 
Cincinnati outside of the Cincinnati system, together 
with a description of those efforts made by Cincinnati 
to explore alternative means of effecting such 
compliance. 


This exemption is subject to modification or revocation 
at any time if the Commission determines that such 
action is necessary or appropriate in light of progress 
made towards a national market system or otherwise in 
furtherance of the purposes of the Act. 


Sincerely, 


George A. Fitzsimmons 
Secretary 


iT IS THEREFORE ORDERED, that Cincinnati be 
granted an exemption from the provisions’ of Rule 
11Ac1-1 under the Act, pursuant to paragraph (d) 
thereof, relieving Cincinnati of its obligation to collect, 
process and make available quotation information for 
reported securities traded outside of the Cincinnati 
system in accordance with the Rule, provided that 
Cincinnati submits (i) quarterly reports to the 
Commission and to the processor of the consolidated 
system, no later than 30 days after each calendar 
quarter, consisting of aggregate share and dollar 
volume, number of block trades and aggregate number 
of transactions in each reported security traded on the 
Cincinnati outside of the Cincinnati system; and (ii) a 
report to the Commission, by November 1, 1978, 
specifying time and cost estimates for effecting com- 
pliance with Rule 11Ac1-1 as to reported securities 
traded on the Cincinnati outside of the Cincinnati 
system, together with a description of those efforts 
made by Cincinnati to explore alternative means of 
effecting such compliance. This exemption is subject 
to modification or revocation at any time if the 
Commission determines that such action is necessary 
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or appropriate in light of progress made towards a 
national market system or otherwise in furtherance of 
the purposes of the Act. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15071/July 28, 1978 


In the Matter of 


SPOKANE STOCK EXCHANGE 


ORDER GRANTING EXEMPTION 


The Spokane Stock Exchange (‘‘Spokane’’) has 
requested that the Commission grant it an exemption 
from the requirements of 17 CFR §240.11Ac1-1 (Rule 
11Ac1-1 under the Securities Exchange Act of 1934, the 
“Act”). Rule 11Ac1-1 requires, as of its effective date 
(August 1, 1978), that every national securities 
exchange and national securities association establish 
and maintain procedures to collect, process and make 
available to vendors quotations, including size, in 
equity securities as to which last sale information is 
reported (“reported securities”) in the consolidated 
transaction reporting system (“consolidated system”) 
contemplated by Rule 17a-15 under the Act. 


Having considered Spokane’s aggregate dollar and 
share trading volume in reported securities, and 
Spokane’s cost burdens, in proportion to the benefits 
which might now be obtained, as a consequence of 
compliance with Rule 11Ac1-1, the Commission has 
determined that the grant of the exemption is consis- 
tent with the public interest, the protection of investors 
and the removal of impediments to the perfection of 
the mechanism of a national market system. 
Accordingly, the Commission has determined to grant 
Spokance an exemption from the requirements of Rule 
11Aci-1, pursuant to paragraph (d) thereof, 
conditioned upon Spokane submitting quarterly 
reports to the Commission and to the processor of the 
consolidated system, no later than 30 days after each 
calendar quarter, consisting of aggregate share and 
dollar volume, number of block trades and aggregate 
number of transactions in each reported security 
traded on the Spokane. The exemption is subject to 
modification or revocation at any time if the 
Commission determines that such action is necessary 
or appropriate in light of progress made towards a 





national market system or otherwise in furtherance of 
the purposes of the Act. 


The text of a letter informing Spokane of the 
Commission’s action is set forth below: 


July 28, 1978 


Mr. Richard Fudge, President 
Spokane Stock Exchange 
Spokane, Washington 99201 


Dear Mr. Fudge: 


The Commission has reviewed the request of the 
Spokane Stock Exchange (‘‘Spokane”’) for an 
exemption from the requirements of Rule 11Ac1-1 
under the Securities Exchange Act of 1934 (the “Act”), 
pursuant to paragraph (d) thereof. In the course of its 
review, the Commission has considered, among other 
things, Spokane’s aggregate share and dollar volume in 
equity securities as to which last sale information is 
reported (“reported securities”) in the consolidated 
transaction reporting system (“consolidated system”) 
contemplated by Rule 17a-15 under the Act, and 
Spokane’s cost burdens, in proportion to the benefits 
which might now be obtained, as a consequence of 
compliance with Rule 11Ac1-1. 


The Commission has authorized me to inform you that 
Spokane’s request for exemption from Rule 11Ac1-1 
has been granted, subject to the condition that 
Spokane submit quarterly reports to the Director of the 
Division of Market Regulation and the processor of the 
consolidated system, no later than 30 days after each 
calendar quarter, consisting of aggregate share and 
dollar volume, number of block trades and aggregate 
number of transactions in each reported security 
traded on Spokane. 


This exemption is subject to modification or revocation 
at any time if the Commission determines that such 
action is necessary or appropriate in light of progress 
made towards a national market system or otherwise in 
furtherance of the purposes of the Act. 


Sincerely, 


George A. Fitzsimmons 
Secretary 


IT IS THEREFORE ORDERED, that Spokane be granted 
an exemption from the provisions of Rule 11Ac1-1 
under the Act, pursuant to paragraph (d) thereof, 


relieving Spokane of its obligation to collect, process 
and make available quotation information for reported 
securities in accordance with the Rule, provided that 
Spokance submits quarterly reports to the Commission 
and to the processor of the consolidated system, no 
later than 30 days after each calendar quarter, 
consisting of aggregate share and dollar volume, 
number of block trades and aggregate number of trans- 
action in each reported security traded on the Spokane. 
This exemption is subject to modification or revocation 
at any time if the Commission determines that such 
action is necessary or appropriate in light of progress 
made towards a national market system or otherwise in 
furtherance of the purposes of the Act. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15012/July 28, 1978 


In the Matter of 


INTERMOUNTAIN STOCK EXCHANGE 


ORDER GRANTING EXEMPTION 


The Intermountain Stock Exchange (“Intermountain”) 
has requested that the Commission grant it an 
exemption from the requirements of 17 CFR 
§240.11Ac1-1 (Rule 11Aci-1 under the Securities 
Exchange Act of 1934, the “Act’”). Rule 11Ac1-1 
requires, as of its effective date (August 1, 1978), that 
every national securities exchange and national 
securities association establish and maintain 
procedures to collect, process and make available to 
vendors quotations, including size, in equity securities 
as to which last sale information is reported (“reported 
securities”) in the consolidated transaction reporting 
system (“consolidated system”) contemplated by Rule 
17a-15 under the Act. 


Having considered Intermountain’s aggregate dollar 
and share trading volume in reported securities, and 
Intermountain’s cost burdens, in proportion to the 
benefits which might now be obtained, as a 
consequence of compliance with Rule 11Ac1-1, the 
Commission has determined that the grant of the 
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exemption is consistent with the public interest, the 
protection of investors and the removal of impediments 
to and perfection of the mechanism of a national 
market system. Accordingly, the Commission has 
determined to grant Intermountain an exemption from 
the requirements of Rule 11Ac1-1, pursuant to 
paragraph (d) thereof, conditioned upon Intermountain 
submitting quarterly reports to the Commission and to 
the processor of the consolidated system, no later than 
30 days after each calendar quarter, consisting of 
aggregate share and dollar volume, number of block 
trades and aggregate number of transactions in each 
reported security traded on the Intermountain. The 
exemption is subject to modification or revocation at 
any time if the Commission determines that such 
action is necessary or appropriate in light of progress 
made towards a national market system or otherwise in 
furtherance of the purposes of the Act. 


The text of a letter informing Intermountain of the 
Commission’s action is set forth below: 


July 28, 1978 


Mr. Reo B. Cutler, President 
Intermountain Stock Exchange 
39 Exchange Place 

Salt Lake City, Utah 84111 


Dear Mr. Cutler: 


The Commission has reviewed the request of the 
Intermountain Stock Exchange (“Intermountain”) for 
an exemption from the requirements of Rule 11Ac1-1 
under the Securities Exchange Act of 1934 (the ‘“‘Act”), 
pursuant to paragraph (d) thereof. In the course of its 
review, the Commission has considered, among other 
things, Intermountain’s aggregate share and dollar 
volume in equity securities as to which last sale 
information is reported (“reported securities”) in the 
consolidated transaction reporting system (“‘consol- 
idated system’’) contemplated by Rule 17a-15 under the 
Act, and Intermountain’s cost burdens, in proportion to 
the benefits which might now be obtained, as a 
consequence of ccmpliance with Rule 11Ac1-1. 


The Commission he's authorized me to inform you that 
Intermountain’s recuest for exemption from Rule 
11Ac1-1 has been gre nted, subject to the condition that 
Intermountain submit quarterly reports to the Director 
of the Division of Market Regulation and the processor 
of the consolidated system, no later than 30 days after 
each calendar quarter, consisting of aggregate share 
and dollar volume, number of block trades and 
aggregate number of transactions in each reported 
security traded on Intermountain. 


This exemption is subject to modification or revocation 
at any time if the Commission determines that such 
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action is necessary or appropriate in light of progress 
made towards a national market system or otherwise in 
furtherance of the purposes of the Act. 


Sincerely, 


George A. Fitzsimmons 
Secretary 


IT iS THEREFORE ORDERED, that Intermountain be 
granted an exemption from the provisions of Rule 
11Ac1-1 under the Act, pursuant to paragraph (d) 
thereof, relieving Intermountain of its obligation to 
collect, process and make available quotation 
information for reported securities in accordance with 
the Rule, provided that Intermountain submits 
quarterly reports to the Commission and to the 
processor of the consolidated system, no later than 30 
days after each calendar quarter, consisting of 
aggregate share and dollar volume, number of block 
trades and aggregate number of transactions in each 
reported security traded on the Intermountain. This 
exemption is subject to modification or revocation at 
any time if the Commission determines that such 
action is necessary or appropriate in light of progress 
made towards a national market system or otherwise in 
furtherance of the purposes of the Act. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15013/July 28, 1978 


In the Matter of 


PHILADELPHIA STOCK EXCHANGE 


ORDER GRANTING EXEMPTION 


The Philadelphia Stock Exchange (“Philadelphia”) has 
requested that the Commission grant it an exemption 
from the requirements of 17 CFR §240.11Ac1-1 (Rule 





11Ac1-1 under the Securities Exchange Act of 1934, the 
“Act’”). Rule 11Ac1-1 requires, as of its effective date 
(August 1, 1978), that every national securities 
exchange and national securities association establish 
and maintain procedures to collect, process and make 
available to vendors quotations, including size, in 
equity securities as to which last sale information is 
reported (“reported securities’) in the consolidated 
transaction reporting system contemplated by Rule 
17a-15 under the Act. The Philadelphia’s exemption 
request relates to those provisions of Rule 11Ac1-1 
which require that every bid and offer made available to 
quotation vendors be accompanied by its associated 
size. The automated quotation system, used by 
Philadelphia is capable, at this time, of disseminating 
sixteen categories of quotation sizes (“Centramart size 
limitation”). 


Having considered the effect of the Centramart size 
limitation on Philadelphia’s ability to make available 
quotation information in substantial compliance with 
Rule 11Ac1-1, and the relative costs to Philadelphia of 
providing, at this time, an unlimited range of quotation 
sizes, the Commission has determined that the grant 
of the exemption is consistent with the public interest, 
the protection of investors and the removal of 


impediments to and perfection of the mechanism of a 
national market system. Accordingly, the Commission 
has determined to grant Philadelphia an exemption 


from the requirements of Rule 11Aci-1, pursuant to 
paragraph (d) thereof, with respect to the Centramart 
size limitation, conditioned upon Philadelphia’s 
submitting a report to the Commission, by November 
1, 1978, specifying time and cost estimates for 
effecting full compliance with Rule 11Ac1-1 by 
elimination of the Centramart size limitation, together 
with a description of those efforts made by 
Philadelphia to explore alternative means of effecting 
such compliance and of the effects on communication 
of quotation sizes by Philadelphia members resulting 
from such limitation. The exemption is subject to 
modification or revocation at any time if the 
Commission determines that such action is necessary 
or appropriate in light of progress made towards a 
national market system or otherwise in furtherance of 
the purposes of the Act. 


The text of the letter informing Philadefphia of the 
Commission’s action is set forth below: 


July 28, 1978 


Mr. Michael A. Finnegan 

Senior Vice President 

Philadelphia Stock Exchange 

17th Street & Stock Exchange Place 
Philadelphia, Pennsylvania 19103 


Dear Mr. Finnegan: 


The Commission has reviewed the request of the 
Philadelphia Stock Exchange (“Philadelphia”) for an 
exemption from the requirements of Rule 11Ac1-1 
under the Securities Exchange Act of 1934 (the “Act”), 
pursuant to paragraph (d) thereof. The Philadelphia’s 
exemption request relates to the automated quotation 
system used by the Philadelphia which is capable, at 
this time, of disseminating sixteen categories of 
quotation size (“Centramart size limitation”). In the 
course of its review, the Commission has considered, 
among other things, the effect of the Centramart size 
limitation on Philadelphia’s ability to make available 
quotation information in substantial compliance with 
Rule 11Ac1-1, and the relative costs to Philadelphia of 
providing, at this time, an unlimited range of quotation 
sizes. 


The Commission has authorized me to inform you that 
Philadelphia’s request for exemption from Rule 
11Ac1-1 has been granted with respect to the 
Centramart size limitation, conditioned upon Phila- 
delphia’s submitting a report to the Director of the 
Division of Market Regulation, by November 1, 1978, 
specifying time and cost estimates for effecting full 
compliance with Rule 11Ac1-1 by elimination of the 
Centramart size limitation, together with a description 
of those efforts made by Philadelphia to explore 
alternative means of effecting such compliance and of 
the effects on communication of quotation sizes by 
Philadelphia members resulting from such limitation. 
This exemption is subject to modification or revocation 
at any time if the Commission determines that such 
action is necessary or appropriate in light of progress 
made towards a national market system or otherwise in 
furtherance of the purposes of the Act. 


Sincerely, 


George A. Fitzsimmons 
Secretary 


IT IS THEREFORE ORDERED, that Philadelphia be 
granted an exemption from the provisions of Rule 
11Aci-1 under the Act, pursuant to paragraph (d) 
thereof, permitting Philadelphia to collect, process and 
make available quotation information for reported 
securities in accordance with the Rule, subject to the 
Centramart size limitation, conditioned upon Phila- 
delphia’s submitting a report to the Commission, by 
November 1, 1978, specifying time and cost estimates 
for effecting full compliance with Rule 11Ac1-1 by 
elimination of the Centramart size limitation, together 
with a description of those efforts made by 
Philadelphia to explore alternative means of effecting 


SEC DOCKET/481 





such compliance and of the effects on communication 
of quotation sizes by Philadelphia members resulting 
from such limitation. This exemption is subject to 
modification or revocation at any time if the 
Commission determines that such action is necessary 
or appropriate in light of progress made towards a 
national market system or otherwise in furtherance of 
the purposes of the Act. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15014/July 28, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PHILADELPHIA STOCK EXCHANGE, INC. 


File No. SR-PHLX-78-15 


The Philadelphia Stock Exchange, Inc. (“PHLX”) 
submitted on July 24, 1978, a proposed rule change 
under Rule 19b-4 which would amend its Rule 229 to 
permit execution of market orders up to 599 shares 
through the PHLX Automated Communication and 
Execution System (“PACE”). The proposal includes 
certain technical amendments of Rule 229 regarding 
execution of orders through PACE. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 31, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 21 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-PHLX-78-15. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
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proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15015/July 31, 1978 


LOST AND STOLEN SECURITIES. 


AGENCY: Securities and Exchange Commission. 


ACTION: Advance notice of intent to engage in rule- 
making. 


SUMMARY: The Commission requests comment on 
the provisions and operation of the Lost and Stolen 
Securities Program and on the redesignation of the 
Securities Information Center, Inc., (“SIC”) to maintain 
and operate the data base of reported missing, lost, 
counterfeit or stolen securities. In initially implement- 
ing the Lost and Stolen Securities Program, the 
Commission provided that its first year of operation 
would be conducted on a pilot basis and that the 
designation of SIC would terminate at the end of the 
pilot year. Comments are solicited in order that the 
Commission may assess whether modifications to the 
Lost and Stolen Securities Program may be appropriate 
and whether a redesignation of SIC should be made for 
an additional specified term. 


DATES: Comments must be received on or before 
September 8, 1978. 


ADDRESSES: Persons wishing to submit written 
views, data, and comments, should file three copies 
thereof with George A. Fitzsimmons, Secretary, 





Securities and Exchange Commission, Washington, 
D.C. 20549. All submissions should refer to File No. 
$7-611 and will be available for public inspection. 


FOR FURTHER INFORMATION CONTACT: Gregory C. 
Yadley, Division of Market Regulation, Securities and 
Exchange Commission, Washington, D.C. 20549. (202) 
376-8129. 


SUPPLEMENTARY INFORMATION: In order to 
facilitate the conversion of the pilot phase of the Lost 
and Stolen Securities Program (the “Program”) to a 
more permanent basis, the Commission has 
determined that it is appropriate at this time to solicit 
comments concerning the provisions and operation of 
the Program. Subsequent to the review and analysis of 
these comments by the staff of the Commission, the 
Commission may propose amendments to Rule 17f-1 
(17 CFR §240.17f-1) reflecting the views of interested 
persons submitted in response to this release. 


BACKGROUND 


Problems relating to missing, lost, counterfeit or 
stolen securities were outlined by the Commission, in 
1970! and were subsequently the subject of a series-of 
Congressional hearings.* Implementation of a system 
to receive reports and inquiries concerning missing, 
lost, counterfeit and stolen securities was recom- 
mended by members of Congress, the industry, and 
law enforcement agencies. To accomplish this 
objective, the Securities Acts Amendments of 19753 
introduced new Section 17(f)(1) into the Securities 
Exchange Act of 1934 (the ‘“Act”) and provided that 
certain financial-institutions* shall make reports and 





1Study of Unsafe and Unsound Practices of Brokers 
and Dealers, Report and Recommendations of the 
Securities and Exchange Commission (pursuant to 
Section 11(h) of the Securities Investor Protection Act 
of 1970), December 1970. 


2Organized Crime-—Stolen Securities, Hearings Before 
the Permanent S.1ibcommittee on Investigations, 
Senate Committee on Government Operations, 92nd 
Cong., 1st Sess. (1:171); 93rd Cong., ist Sess. (1973); 
93rd Cong. 2nd Sess. (1974). 


3Pub. L. 94-29, (June 4, 1975). 


4The institutions subject to Section 17(f)(1) 
enumerated in the statute as follows: 


every national securities exchange, member 
thereof, registered securities association, 
broker, dealer, municipal securities dealer, 


inquiries with respect to missing, lost, counterfeit or 
stolen securities in accordance with rules promulgated 
by the Commission. The Section also provides that 
reports and inquiries shall be made to the 
“Commission or other person designated by the 
Commission” and that reasonable fees may be charged 
for the processing of such data. 


On December 6, 1976, the Commission adopted § 
240.17f-1 establishing reporting and inquiry require- 
ments with respect to missing, lost, counterfeit or 
stolen securities.» On August 5, 1977, the final, 
amended version of the section was published,° and 
on January 2, 1978, the computerized system for the 
processing of reports and inquiries became fully 
operational. 


In order to monitor the effectiveness of § 240.17f-1 and 
the system designed to carry out its provisions, the 
Commission determined that the Lost and Stolen 
Securities Program should be instituted initially on a 
pilot basis, through December 31, 1978. Furthermore, 
the Commission determined that it would be 
appropriate to designate another person, as provided 
for in the statute, to receive and process the reports 
and inquiries for which the Commission is the 
appropriate instrumentality, as defined by the section” 
at least for purposes of the pilot program. Accordingly, 
the Commission solicited plans from persons 





registered transfer agent, registered clear- 
ing agency, participant therein, member of 
the Federal Reserve System, and bank 
whose deposits are insured by the Federal 
Deposit Insurance Corporation. 


5Securities Exchange Act Release No. 13053, 41 FR 
54923 (December 6, 1976). Certain technical 
amendments to the section were made by the 
Commission in Securities Exchange Act Release No. 
13280, 42 FR 11829 (March 1, 1977). Further amend- 
ments regarding the role of transfer agents in the pro- 
gram were proposed in Securities Exchange Act 
Release No. 13281, 42 FR 1184 (March 1, 1977) and 
incorporated into the rule in Securities Exchange Act 
Release No. 13832, 42 FR 41022 (August 12, 1977). 


6Securities Exchange Act Release No. 13832, 42 FR 
41022 (August 12, 1977). 


7Under § 240.17f-1, reports and inquiries are directed 
to the “appropriate instrumentality.” In the case of U.S. 
Government securities, the appropriate instrumentality 
is any Federal Reserve Bank or branch thereof. The 
Commission is the appropriate instrumentality for all 
other securities, including state and municipal issues. 
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interested in acting as the Commission’s designee, 
and, after analysis of the submissions, designated the 
Securities Information Center, Inc. (“SIC”) to act on its 
behalf8 through the pilot year ending December 31, 
1978. 


Solicitation of Public Comments 


Inasmuch as the pilot year and SIC’s term of 
designation will expire on December 31, 1978, the 
Commission solicits public comment at this time on 
the provisions of § 240.17f-1, the operation of the 
Program to date, and on the question whether it would 
be appropriate for the Commission to redesignate SIC 
to receive and process reports and inquiries made 
pursuant to the section. 


To focus the attention of public commentators, those 
aspects of the Program which are of particular concern 
to the Commission are outlined below. Public 
comment relative to thses issues will assist in the 
formulation of appropriate amendments to the section. 


1. Institutions Subject to § 240.17f-1 


The financial institutions required to make reports and 
inquiries with respect to missing, lost, counterfeit, or 
stolen securities pursuant to § 240.17f-1 include nearly 
20,000 institutions and a broad variety of securities and 
banking entities.9 Preliminary research suggests that 
it may be appropriate to exempt from the operation of 
the section certain classes or subclasses of these 
institutions or to limit the application of the section 
with respect to such institutions. Similarly, it may be 
appropriate to broaden the scope of the section to 
include additional classes of financial institutions or to 
impose greater requirements on certain classes or 
subclasses of institutions. The Commission invites 
comments on these issues and seeks assistance in 
identifying appropriate criteria for making such 
determinations. 


2. Securities Encompassed by § 240.17f-1 


Although Section 17(f)(1) of the Act applies to all 
securities, under § 240.17f-1, securities issues for 
which CUSIP numbers have not been assigned are 
exempted from the reporting and inquiry provisions of 





8Securities Exchange Act Release No. 13538, 42 FR 
26495 (May 24, 1977). AutEx, Inc. was originally named 
as the designee. Subsequently, as a result of the 
acquisition of AutEx by ITEL Corp., SIC was created as 
a wholly-owned subsidiary of ITEL Corp. 


9 See note 4, supra. 
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the Program. Comments are requested concerning the 
appropriateness of this exemption, its permanent 
incorporation into the section, and whether other types 
of securities should be exempted. 


3. Appropriate Instrumentalities 


Section 240.17f-1 specifies that reports and inq iries 
shall be made to the “appropriate instrumentality.” For 
securities issued by the U.S.Government, an agency or 
instrumentality of the U.S. Government, the 
International Bank for Reconstruction and Develop- 
ment, the Inter-American Bank, or the Asian 
Development Bank, the appropriate instrumentality is 
any Federal Reserve Bank or Branch.19 For reports and 
inquiries regarding all other securities, the appropriate 
instrumentality is the Commission or its designee. 
This bifurcation of the responsibility for the processing 
of reports and inquiries resulted, in part, from the 
desire to take advantage of the information contained 
on the Federal Reserve Banks’ “Checklist of Lost or 
Stolen Securities.” At the time of the enactment of 
Section 17(f) of the Act, this manually accessed 
checklist had been used by member banks of the 
Federal Reserve System for nearly six years. '1 


Information is requested from interested members of 
the public as to whether the framework of dual 
appropriate instrumentalities provided by the section is 
appropriate or whether a unified central data base 
would be preferable. In addition, comments as to any 
difficulties experienced due to the concept or operation 
of the two appropriate instrumentalities are invited. 


With respect to corporate and municipal securities, the 
Commission determined to exercise its authority to 
designate another entity to process reports and 
inquiries. As stated earlier, SIC’s term as the 
Commission’s designee expires on December 31, 1978. 
The Commission must, therefore, either designate SIC 
for another specified period of time or designate 
another entity to receive and process the reports and 
inquiries made pursuant to the section. While the 





10g 240.17f-1(a)(2)(i). 


11puring the drafting stages of Rule 17f-1, the Federal 
Reserve Banks offered to serve as an appropriate 
instrumentality on a “temporary” basis in order to 
facilitate implementation of Section 17(f). At that time, 
it was understood that the Federal Reserve Bank would 
not be held to a permanent commitment but would 
consider at a later date whether it was desirable to 


continue to plan such an active role in the 


Commission’s Program. 





Staff’s experience with SIC has been positive and 
unofficial comments from industry sources have been 
favorable, the Commission, in conformity with 
concepts of fairness, solicits submissions from other 
persons interested in serving as the Commission’s 
designee. 1 


In formulating submissions to the Commission, 
prospective designees should consider carefully the 
“Criteria for a Lost and Stolen Securities Reporting and 
Inquiry System” set forth in the Appendix, and should 
detail the manner in which their proposed system 
would operate, and include an estimate of the costs for 
establishment and operation of such a system and a 
plan of allocation of such costs. 


Additionally, in order to assist the Commission in its 
evaluation of SIC and its processing system, and to aid 
in the formulation of system improvements, comments 
are invited from interested persons concerning their 
experience in working with SIC, their suggestions for 
modifications of the design and operation of its 
system, and the appropriate number of years for which 
a designation should be made. 


4. Reporting Requirement 


Section 240.17f-1 provides that all institutions subject 
to its provisions shall report the discovery of the loss 
of any security to the appropriate instrumentality and 
to a registered transfer agent for the issue. A report to 
the appropriate law enforcement agency is also 
required in cases of suspected criminality. The section 
sets forth differing time requirements within which 
such reports shall be made, depending on the type of 
loss involved and the circumstances involved in the 
loss.'Y The attention of commentators is directed 
towards the appropriateness of these time require- 
ments and the possibility that other circumstances 
exist that might make desirable the inclusion in the 
section of new time frames applicable to such 
circumstances. 


All reports of loss are required to be made on 
Commission Form X-17F-1A. The Commission solicits 
suggestions regarding appropriate modifications in the 
format and graphics of the form, as well as the 
information required to be submitted on the form, in 





12Section 17(f)(1)(A) of the Act does not require that a 
designation be made but provides that reports and 
inquiries shall be made to the Commission or other 
person designated by the Commission. 


13 For example, if there is a substantial belief that 
criminality is involved in the loss, the report must be 
made one day after discovery. §240.17f-1(b)(1)(i). 


order to facilitate its use, make it more informative, 
and encourage its use by the transfer agent community 
as a “uniform stop transfer order form.” Comments are 
also requested as to whether copies of the reporting 
form, Form X-17F-1A, should be sent to other 
entities. 14 


5. Inquiry Requirements 


Section 240.17f-1 requires reporting institutions to 
make inquiry whenever securities come into their 
possession or keeping unless an exemption applies. 
The section does not specify the time at which such 
inquiries must be made. It is expected, however, that a 
reporting institution will make inquiry prior to giving 
value, particularly if the securities or circumstances 
appear to be suspicious, in order to verify that the 
securities have not been reported as missing, lost, 
counterfeit or stolen. Comments are welcome as to 
whether amendment of the section to require inquiry 
within certain specified time periods would be 
desirable and, if so, the appropriate lengths of such 
time periods. 


Presently, the section provides that a _ reporting 
institution need not inquire if the security is received 
(1) directly from the issuer or issuing agent at 
issuance; (2) from another reporting institution or a 
Federal Reserve Bank in its capacity as fiscal agent; or 
(3) from a customer of the reporting institution and is 
registered in the name of such customer or its 
nominee. 'Y In addition, for the purposes of the pilot 
program only, certain additional exemptions from 
inquiry are available: Corporate and municipal security 
issues not assigned CUSIP numbers'§ and receipts 
involving securities of $10,000 or less are exempt, as 
are inquiries by registered transfer agents. 


Specific comments are solicited as to the desirability 
of continuing or incorporating permanently into § 
240.17f-1 these special exemptions. With respect to 





14 it has been informally suggested to the staff that the 
designated examining authority of a broker-dealer 
should receive a copy of the form in order to better 
assist them in their monitoring of the activities of their 
members. 


15 §240.17f-1(c)(1)(i)-(iii). 


16 Consequently, short term securities such as com- 
mercial paper are not subject to the requirements of 
§240.17f-1 during the pilot program. 


17 See Securities Exchange Act Release No. 13832, 42 
FR 41024 (August 12, 1977). 


SEC DOCKET/485 





the $10,000 de minimus exemption from inquiry, 
comments are sought concerning whether the 
exemption amount should be lowered to bring a greater 
number of transactions into the scope of the inquiry 
provisions, or whether it should be raised, to focus on 
those transactions with the greatest potential losses. 
Comments are also invited as to whether the 
exemption amount should vary, depending on the 
nature of the security involved. Finally, comments 
regarding the appropriateness of additional exemp- 
tions from required inquiry, on either a provisional or a 
permanent basis, are solicited.18 


F. System Design and Fee Structure 


The SIC processing system provides for two levels of 
user access with respect to inquiries. A reporting 
institution must choose to be either a “direct inquirer” 
or an “indirect inquirer” at the time of its registration in 
the Program. Direct inquirers have the ability to access 
the data base directly while indirect inquirers must 
process their inquiries through a direct inquirer. 


This scheme of classification for participation was 
created with a view towards minimizing the monetary 
and administrative costs of the Program. This interest 
also guided the Commission in its formulation of the 
pricing schedule for reporting institutions. 19 Usage 
fees are based on the aggregate volume of items 
processed by SIC and are apportioned among the direct 
inquirers according to classifications based on size. 

This billing structure was deemed to be preferable to a 
“per item” or a “flat fee” system because it would avoid 





18 For example, it has been informally suggested to 
the staff that inquiry should not be required in the case 
of bearer securities where the institution taking such 
securities into its possession sold such securities to 
the person delivering them and proof of purchase is 
offered. 


19 Direct inquirers shoulder the costs of the System. 
Indirect inquirers are charged no fees by SIC but, 
rather, are subject to whatever fees they agree to pay 
their direct inquirer. One benefit of this approach is 
that it, significantly alleviates problems relating to the 
frequent collection of small bills from large numbers of 
persons, a problem which the Securities Investors 
Protection Corporation has experienced to a great 
extent in its collection of assessment fees. 


20 Billing classifications are based on the amount of 
deposits for banks, annual revenue for securities 
organizations, and number of shares inssued in the 
case of non-bank transfer agents. 


486/SEC DOCKET 


any disincentive to making permissive inquiries of the 
system and would allocate the costs of the Program in 
a reasonable manner. Under this scheme, the smallest 
institutional classifications of direct inquirers have 
been charged $26.75 over the first two quarters of the 
pilot year without any limitation on the number of 
reports and inquiries submitted. 


In formulating the pricing schedule, the Commission 
attempted to minimize the fees applicable to smaller 
institutions in the expectation that they would choose 
direct inquirer status. Such has not been the case; only 
one half of the originally estimated number of direct 
inquirers actually elected this status. Comments from 
interested persons are solicited as to whether the 
direct/indirect inquirer status option has achieved its 
purpose of making the benefits of the Program 
available to all institutions subject to Section 17(f)(1) 
of the Act, while minimizing their costs and, in 
addition, whether this billing system, which is based 
on the size of the institution, has proven just and 
workable and, if not, what alternatives should be 
considered. 


Request for Comments regarding Staff 
Interpretations of § 240.17f-1 


Since the implementation of the Program, the staff of 
the Commission has issued several interpretations and 
no action letters concerning various provisions of 
§240.17f-1. In this regard, the Commission solicits 
comment as to whether they should be provisionally or 
permanently incorporated into the section. Several of 
the specific areas addressed are summarized as 
follows: 


Reporting Provisions 


1. Warrants—The staff declined a request that warrant 
cards, representing rights, be exempted from the 
reporting provisions of § 240.17f-1. The rationale for 
this position is that although individual rights are 
generally of minimal value, the number of rights 
represented by a warrant card is correlated to the 
number of shares a stockholder owns and, thus 
aggregated, can have a considerable value. 1 


2. Losses During Completion of Delivery, Deposit or 
Withdrawal—With regard to subsections (b)(2)(iii)(B) 
and (b)(2)(iii)(C) of the section, regarding the time and 
party to report a loss when securities are delivered 
“over the window,” the staff published an 





21 Letter to Morgan Guaranty Trust Co., dated March 
13, 1978 (public availability date April 13, 1978). 





interpretation stating that copies of delivery bills, 
stamped by receiving institutions “Received Subject to 
Count and Examination” and returned to delivering 
institutions, are “receipts” under the Section and 
thereby create an obligation on the part of the receiving 
institution to gy any losses to the appropriate 
instrumentality2 


3. Timely Submission of Report—Due to the 
difficulties certain institutions have faced in 
researching the data required to be submitted in the 
report of loss, the staff has published interpretations 
of the reporting requirements of the section stating 
that in instances where no criminal activity is 
suspected a report must be made under subparagraph 
(b)(2) of the section as soon as the reporting institution 
has available to it the CUSIP and certificate number of 
the security, provided, however, that the institution 
acts in good faith in promptly researching this data. 
This extension of time is not available, however, where 
the circumstances surrounding the loss suggest 
possible criminal activity.29 


4. Report to Law Enforcement—Subparagraph (b)(ii) 
of § 240.17f-1 provides that all reporting institutions 
shall promptly report to the appropriate law 
enforcement agency upon the discovery of the theft or 
loss of any security where there is a substantial basis 
for believing that criminal activity was involved. To 
clarify those instances where such reports should be 
submitted to law enforcement, the staff issued an 
interpretation stating that an institution does not 
necessarily have a “substantial basis” for such a belief 
in those instances where the institution’s knowledge of 
the loss or theft is based on unsubstantiated 
information given to it by another party. 4 


Inquiry Provisions 


1. Exemption upon Receipt from another Reporting 
Institution—In an interpretative letter, the staff 
expressed the opinion that the exemption from inquiry 
available upon receipt of securities from another 
reporting institution is also available in those 
instances where the delivering institution is affiliated 





22 Letter to Northwestern Trust Co., dated Feb. 28, 
1978 (public availability date March 29, 1978). 


23 Letter to First Trust Co. of St. Paul, dated March 20, 
1978 (public availability date April 20, 1978). 


24 Letter to Continental Stock Transfer & Trust Co., 
dated January 12, 1978 (public availability date (Feb- 
ruary 12, 1978). 


with and under the common control of a reporting 
institution and acts solely as a “certificate drop.” 


2. Exemption upon Receipt from a Federal Reserve 
Bank—Under § 240.17f-1(c)(i), inquiry is not required 
in instances where a reporting institution receives 
securities from a Federal Reserve Bank in its capacity 
as fiscal agent. This exemption is not available under 
the section, therefore, when securities are delivered by 
the Federal Reserve Bank from a safekeeping account. 
The staff has issued an interpretation providing that 
when securities are delivered to a reporting institution 
by the Federal Reserve Bank out of the safekeeping 
account of another reporting institution and such 
securities had been delivered to the Federal Reserve 
Bank by a reporting institution, inquiry is not 
required. 


3. The $10,000 De Minimus Exemption—Iin order to 
ease implementation of §240.17f-1 during the pilot 
program, inquiry is not required in the case of 
transactions involving securities of less than $10,000 
(face value in the case of bonds and market value in the 
case of stocks). The staff of the Commission, however, 
has interpreted this exemption to include securities up 
to and including $10,000 exactly, in recognition of the 
fact that most debt securities are issued in $5,000 face 
value denominations, and in the interest of reducing 
the burden imposed by the section on municipal 
securities brokers and dealers.“‘ In addition, the staff 
has interpreted this exemption to apply not to the 
individual certificates involved in a transaction, but 
rather to the transactions as a whole. 





25 Letter to First National Bank of Boston, dated 
January 12, 1978 (public availability date February 12, 
1978). 


26 Letter to Bankers Trust Co., dated March 21, 1978 
(public availability date April 21, 1978). 


27 Letter to Federal Reserve Bank of St. Louis, dated 
Jan. 12, 1978 (public availability date Feb. 12, 1978). 
Although the rationale was based on the situation 
presented by debt security transactions, in order to 
avoid confusion the interpretation was designed to 
apply to equity securities as well. 


28 For example, where four $5,000 bonds are used as 
collateral for a single loan, the total transaction 
exceeds $10,000, and the $10,000 de minimus 
exemption from inquiry may not be claimed. See letter 
to LaSalle National Bank, dated December 7, 1977 
(public availability date January 7, 1978). 


SEC DOCKET/487 





4. Transfer Agent Exemption—For the purposes of the 
pilot program, registered transfer agents are exempted 
from § 240.17f-1’s requirements that reporting 
institutions inquire with respect to securities coming 
into their possession or keeping. The staff of the 
Commission has interpreted this exemption to be 
applicable to a transfer agent engaged as an exchange, 
conversion, or redemption agent or depository or 
tender agent (Whether such transfer agent is acting as 
the issuer’s transfer agent or as a depository or tender 
agent in connection with a so-called “unfriendly tender 
offer’), as long as such transfer agent maintains or is 
provided with current and accurate records of stop 
transfer instructions and inquiry of such records is 
made for each item received prior to issuing a new 
certificate, transferring record ownership, disbursing 
funds, or otherwise completing the transaction. 


Request for Comments regarding Provisions 
and Operation of § 240.17f-1 


Inasmuch as the pilot year and SIC’s term of 
designation expire on December 31, 1978, the 
Commission solicits public comment at this time on 
the provisions and operation to date of § 240.17f-1, on 
the appropriateness of the continued applicability of 
the special pilot program exemptions, and the 
redesignation of SIC to receive and process reports and 
inquiries made pursuant to the section. In particular, 
the Commission solicits comments pertaining to the 
items enumerated below. In responding, all 
commentators should attempt to furnish the 
Commission with aata supporting their views to the 
greatest extent possible. 


1. Whether any classes or subclasses of institutions 
defined as “reporting institutions” under § 240.17f-1 
should be exempted from the provisions of the section 
and whether any class or subclass of institution within 
the jurisdiction of the Commission not now subject to 
the section should be included in the Program; 


2. Whether the present exemption from the Program of 
securities of an issue not assigned a CUSIP number 
should continue and whether other types of securities 
should also be exempted; 


3. Whether the present framework of dual appropriate 
instrumentalities is appropriate or whether a unified 
central data base would be preferable, and, 
particularly, whether the concept or operation of the 
two appropriate instrumentalities has resulted in any 
difficulties in complying with the section; 





29 Letter to the Stock Transfer Association, dated 
March 8, 1978 (public availability date April 8, 1978). 
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4. Whether the Commission should redesignate SIC or 
designate another entity for the purposes of receiving 
and processing reports and inquiries made pursuant to 
the section. 


5. Whether the time requirements within which reports 
must now be made are appropriate and whether other 
circumstances exist for which specific time 
requirements should be provided; 


6. Whether the report form, Form X-17F-1A, should be 
modified in terms of its format and graphics and in 
terms of the information required, and whether the 
form has proven useful to identify and trace missing, 
lost, counterfeit and stolen securities; 


7. Whether inquiries should be made within certain 
time periods and, if so, within what time periods; 


8. Whether the exemptions from inquiry provided for 
the purposes of the pilot program should be continued, 
continued in a modified form, or allowed to lapse, and, 
particularly, whether the present de minimus 
exemption for transactions involving securities of 
$10,000 or less (face value in the case of bonds and 
market value in the case of stocks) should be 
increased, decreased, made a permanent part of the 
rule, or allowed to lapse; 


9. Whether additional exemptions from inquiry should 
be permitted on either a provisional or permanent 
basis; 


10. Whether the present program allowing for an 
election of participation status as either a direct or an 
indirect inquirer is appropriate, whether the present 
pricing structure is just and workable, and whether 
reasonable alternatives to this system exist; 


11. Whether the staff interpretations of § 240.17f-1, 
described above, should be modified and/or 
incorporated into the section; and 


12. Whether any other aspect of § 240.17f-1 and the 
Program not enumerated above should be modified in 
any way. 


The Commission invites comments on any of the 
matters raised above. Comments should be addressed 
to George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, 500 North Capitol Street, 





30 Persons interested in acting as the Commission’s 
designee should submit a plan for their program in 
accordance with the instructions outlined in Appendix 
A. 





Washington, D.C. 20549. All comments should refer to 
File No. S7-611 and will be available for public 
inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


Appendix 


Criteria for a Lost and Stolen Securities 
Reporting and Inquiry System 


The Commission suggests that any person interested 
in serving as the Commission’s designee for the 
processing of reports and inquiries under § 240.17f-1 
consider the following criteria in developing plans for 
submission. While the Commission believes that this 
program may be best implemented by a system 
containing the following characteristics, the Com- 
mission encourages the submission of alternatives 
which would implement § 240.17f-1 in an efficient 
manner. 


General Considerations 


In formulating a system for the receipt and processing 
of reports and inquiries relative to lost and stolen 
securities, prospective designees should be mindful of 
the Commission’s overriding interest in providing 
institutions subject to § 240.17f-1 a means for 
compliance therewith which is low in cost, flexible to 
meet varied and changing needs, and readily 
understandable from a user’s standpoint. The designee 
will be subject to continuing direction and review by 
the Commission. It is contemplated that the designee 
will operate a manual, computer-assisted system. To 
guard against misuse of the system, proposed systems 
should provide adequate security procedures for their 
operational facility and files as well as a means by 
which the identity of the reporting or inquiring 
institution may be verified as an authorized subscriber. 


The increased use of securities depositories and book- 
entry recordkeeping has the potential over a period of 
time to greatly reduce the lost and stolen securities 
problem and, consequently, the scope of the 
Commission’s program. Accordingly, the start-up 
costs of any system to implement § 240.17f-1 should 
be as low as possible. 


Reporting and Inquiry Considerations 


The “reporting institutions” subject to § 240.17f-1 will 
include entities of differing size, geographic location, 
and frequency of contact with the system. 
Consequently, proposed systems should have 
sufficient flexibility to deal with these institutions as 
their needs require. This flexibility should entail the 
capacity to receive reports submitted via the mails, 
telephone, and telex. Consideration should also be 
given to designing a system that would allow high 
volume entities the capability of computerized or 
on-line input. 


Prospective designees should also provide for the 
prompt receipt and incorporation of reports into a 
computerized record file. Proposed systems should 
have the capacity to include with the data base reports 
of securities losses, counterfeits, and thefts occurring 
prior to the effective date of § 240.17f-1 as well as all 
reports made subsequent to the effective date of the 
section. The system should also include a procedure 
by which reports are removed from the computerized 
record upon notice of recovery by a reporting 
institution. Furthermore, the system should have the 
capacity to generate hard copy confirmations, and the 
designee should have procedures for the periodic 
transmittal of such confirmations to the reporting 
entities. 


The system should have the flexibility to promptly 
respond to inquiries in a variety of ways, including by 
telephone, mail, and telex, as well as other electronic 
means. The system should initially verify that the 
person making inquiry is an authorized subscriber. The 
system should be able to provide an accurate response 
to the inquiry promptly and to provide the inquirer with 
a hard copy confirmation. In addition, it should have 
the capacity to store a record of inquiries. Such records 
should be able to be retrieved by the name of the 
subscriber as well as the name of the particular 
security. 


Cost and Fees 


All proposed systems should include estimates of the 
cost of implementation, the amount of time necessary 
to initiate the system, the cost of operation, the 
method of billing subscribers, and allocation of the 
costs of the system among subscribers. Prospective 
designees should include in their submissions a 
detailed schedule for the equitable allocation of the 
costs of the program. All fee schedules will be subject 
to the approval of the Commission and the designee 
will be responsible for the collection of fees. 
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System Capacity 


The system should be capable of handling fluctuations 
in volume without loss of efficiency. While it is 
contemplated that the designee will process 
approximately 10,000 items per day, proposed systems 
should be sufficiently flexible to operate smoothly at 
volume levels of at least 15,000 items per day. 


Recordkeeping 


The data base will be the property of the Commission, 
and the original tapes, as well as a hard-copy of the 
information contained therein, must be transmitted to 
the Commission at the termination of the period of 
designation or upon request. The Commission will 
periodically require reports by the selected designee 
detailing the information compiled in the system and 
the operation of the designee’s plan. In addition, the 
designee shall keep a current and true record, available 
for inspection by the Commission, with respect to each 
report, inquiry, confirmation, correction or other 
information received pursuant to this designation, the 
time of and means by which such report, inquiry or 
other information was received, the time of response, 
the means by which a response was given, and the 
nature of the response. The designee shall also make 
available for the Commission’s inspection all records 
and accounts of amounts billed to reporting 
institutions and account for all expenses incurred by 
the designee. Such records for any calendar year shall 
be kept for three years after the end of the term of 
designation. 


Other Considerations 


In making a designation, the Commission will consider 
the following factors, among others: the cost of 
implementing the system, the amount of time 
necessary to initiate the system, the costs of 
operation, the costs of compliance to reporting 
institutions, the compatibility of the system with 
existing securities information systems, the ability of 
the system to respond to fluctuations in reporting and 
inquiry volume in an efficient manner, the experience 
of the designee in managing similar programs, and the 
method of allocating costs and billing subscribers. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15016/July 31, 1978 


In the Matter of 
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NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 
New York, New York 10005 


(SR-NYSE-78-37) 
ORDER APPROVING PROPOSED RULE CHANGES 


On June 15, 1978, the New York Stock Exchange, Inc. 
(NYSE”) filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78(s)(b)(1) (the “Act”) and Rule 19b-4 
thereunder, copies of proposed rule changes clarifying 
exchange rules which provide that an NYSE transaction 
can be compared and settled in different clearing 
agencies pursuant to the applicable rules of each 
clearing agency. The rule changes also clarify rules 
which provide that transactions not submitted to a 
qualified clearing agency for comparison shall be com- 
pared in accordance with the rules of the NYSE and 
transactions not submitted to a qualified clearing 
agency for settlement shall be settled in accordance 
with the rules of the NYSE. 


Notice of the proposed rule changes together with the 
terms of substance of the proposed rule changes was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-14877, June 
22, 1978) and by publication in the Federa/ Register (43 
FR 78276, June 29, 1978). All written statements with 
respect to the proposed rule changes which were filed 
with the Commission and all written communications 
relating to the proposed rule changes between the 
Commission and any person were considered and (with 
the exception of those statements or communications 
which may be withheld from the public in accordance 
with the provisions of 5 U.S.C. §552) were made 
available to the public at the Commission’s Public 
Reference Room. 


The Commission finds that the proposed rule changes 
are consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to national 
securities exchanges and in particular, the require- 


ments of Sections 11A, 
regulations thereunder. 


17A and the rules and 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and they hereby are, approved. 


By the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 15017/July 31, 1978 


Admin. Proc. File No. 3-5197 
In the Matter of 


FIRST OPTIONS OF CHICAGO, INC. 
141 West Jackson Boulevard 
Chicago, Illinois 60604 


FINDINGS AND ORDER DISPOSING OF PROCEED- 
INGS 


In these broker-dealer proceedings under the Securities 
Exchange Act of 1934 (Exchange Act), instituted on 
March 17, 1977, First Options of Chicago, Inc. (the 
Registrant), a registered broker-dealer, has submitted 
an offer of settlement which the Commission, in the 
public interest, has determined to accept. 


On the basis of the order for proceedings and the offer 
of settlement, it is found that the Registrant wilfully 
violated Section 7(c)(1) of the Exchange Act and 
Regulation T promulgated by the Board of Governors of 
the Federal Reserve System. 


Accordingly, IT IS ORDERED that the Registrant shall 
comply with its undertakings to (1) maintain and 
implement procedures it has adopted for complying 
with Regulation T, (2) comply with Sections 7(c)(2), 
15(c)(3) and 17(a)(3) of the Exchange Act, and Rules 
17a-3 and 15c3-1(c)(2)(x)(F) and (G) thereunder (the 
latter having to do with the limitations upon the terms 
the Registrant can extend in carrying and clearing the 
accounts of non-clearing options market makers), and 
(3) adopt, maintain and implement procedures to 
assure that said undertakings are carried out. 


IT IS FURTHER ORDERED that in the event that any of 
the undertakings set forth above are not complied with, 
and in addition to any other remedies that may be 
available to the Commission, this proceeding may be 
re-opened. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15018/August 1, 1978 


NOTICE OF FILING AND EFFECTIVENESS OF PRO- 
POSED RULE CHANGE BY CHICAGO BOARD 
OPTIONS EXCHANGE, INCORPORATED 


File No. SR-CBOE-78-7 


The Chicago Board Options Exchange, Incorporated 
(“CBOE”) submitted on February 28, 1978, a proposed 
rule change under Rule 19b-4 to amend its Rule 2.9 to 
delete the requirement that the Appointments 
Committee consist of at least three persons who are 
not Exchange members. 


The foregoing rule change has become effective, pur- 
suant to Section 19(b)(3)(A) of the Securities Exchange 
Act of 1934 (the “Act”). Publication of the submission 
is expected to be made in the Federal Register during 
the week of August 7. Interested persons are invited to 
submit written data, views and arguments concerning 
the submission within 21 days from the date of 
publication in the Federal Register: Persons desiring 
to make written comments should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-CBOE-78-7. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








1 Through inadvertence, publication of the CBOE pro- 
posal did not occur immediately after submission of 
the proposal by the CBOE. While more than 60 days 
have passed since submission of the CBOE proposal 
and the Commission is no longer authorized to 
abrogate this proposal summarily pursuant to Section 
19(b)(3)(A) of the Act, the Commission will consider 
any comments which are received in the exercise of its 
regulatory oversight responsibilities and, in particular, 
to determine whether it should exercise its authority 
under Section 19(c) of theAct concerning the 
constitution of the CBOE Appointments Committee. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15019/August 1, 1978 


NOTICE OF FILING AND EFFECTIVENESS OF PRO- 
POSED RULE CHANGE BY PACIFIC STOCK 
EXCHANGE INCORPORATED 


File No. SR-PSE-78-11 


The Pacific Stock Exchange Incorporated (“PSE”) sub- 
mitted on July 26, 1978, a proposed rule change under 
Rule 19b-4 to amend its definitions of the terms “floor” 
and “floors.” PSE states the purpose of the proposed 
rule change is to conform the definitions to reflect 
current PSE operations by describing the three 
physically distinct Exchange facilities which are used 
for trading. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934. At any time within sixty days of 
the filing of such proposed rule change, the 
Commission may summarily abrogate such rule 
change if it appears to the Commission that such 
action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange 
Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of August 7. In 
order to assist the Commission to determine whether 
to approve the proposed rule change or institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PSE-78-11. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and cf all written communications relat- 
ing to the proposed rule change between the Commis- 
sion and any person, other than those which may be 
withheld from the public in accordance with the pro- 
visions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


For the Commission, by the Division of Market Regula- 
tion pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15020/August 2, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE NATIONAL ASSOCIATION OF SECURITIES, 
DEALERS, INC. 


File No. SR-NASD-78-3 


The National Association of Securities Dealers, Inc. 
(“NASD”), submitted on May 31, 1978, a proposed rule 
change under Rule 19b-4 to amend Articles II and III of 
the NASD’s Rules of Fair Practice (a) to prohibit the 
payment of selling concessions, discounts, or other 
allowances, in connection with a fixed price offering of 
securities, to any persons other than brokers or dealers 
engaged in the investment banking or securities 
business, and to permit such payments only as 
consideration for services rendered in the distribution 
of such securities; (b) to identify and limit certain 
practices which the NASD considers as constituting 
the payment of a selling concession, discount, or other 
allowance; (c) to prohibit an NASD member from 
selling or placing with any related person of the 
member securities which are part of a fixed price 
offering; and (d) to establish recordkeeping and other 
regulatory controls to aid in the enforcement of the 
above programs. 


Publication of the submission is expected to be made 
in the Federal Register during the week of August 14, 
1978. The NASD has consented to an extension of time 
periods, contained in Section 19(b)(2) of the Securities 
Exchange Act of 1934, as amended, 15 U.S.C. 
§78s(b)(2), for Commission consideration of the 
proposed rule change until such time as the NASD files 
an amendment declaring when the time periods 
specified in Section 19(b)(2) shall begin to run. In order 
to assist the Commission to determine whether to 
approve the proposed rule change or institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views, and arguments 
concerning the submission within 60 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-NASD-78-3. 


Copies of the submission and all subsequent 
amendments, and copies of all written statements with 
respect to the proposed rule change which are filed 
with the Commission and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of Section 552 of title 5, United States Code, 





will be available for inspection and copying at the 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing and of any 
subsequent amendments will also be available at the 
principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 10521/August 2, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5953/August 2, 1978 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15022/August 2, 1978 


Admin. Proc. File No. 3-5280 
In the Matter of 


PAUL E. VAN DUSEN 
2471 N.W. 63rd Avenue 
Sunrise, Florida 


ORDER INSTITUTING PROCEEDINGS AND IMPOSING 
REMEDIAL SANCTIONS 


In connection with a proposed administrative 
proceeding Paul E. Van Dusen (“Van Dusen”), formerly 
a registered principal of Winters Government 
Securities Corporation (“WGSC”) and Winters & Co., 
Inc. (“Winters & Co.”), has submitted an offer of settle- 
ment which the Commission has determined to accept. 
Solely for the purpose of these proceedings and any 
other proceedings pursuant to specified sections of the 
Securities Act of 1933, the Securities Exchange Act of 
1934, the Investment Advisers Act of 1940, the Invest- 


ment Company Act of 1940, and the Securities Investor 
Protection Act, and without admitting or denying the 
findings herein, respondent consents to the findings 
and sanctions set forth below. 


Accordingly, IT 1S ORDERED that proceedings 
pursuant to Section 15B and 15(b) of the Securities 
Exchange Act be, and they hereby are, instituted. 


On the basis of this Order for Proceedings, and the 
Offer of Settlement, it is found that: 


1. From on or about August 1, 1976 Van Dusen 
willfully violated and willfully aided and abetted viola- 
tions of Section 17(a) of the Securities Act of 1933 
(“Securities Act”) and Section 10(b) of the Securities 
Exchange Act of 1934 (“Exchange Act”) and Rule 10b-5 
thereunder. 


IV 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Offer of 
Settlement. 


Accordingly, IT 1S ORDERED that effective on 
December 4, 1978: 


1. Paul E. Van Dusen be, and he hereby is, sus- 
pended from association with any broker-dealer, 
investment adviser, or investment company for 40 
days, and barred from association with any broker- 
dealer, investment adviser or investment company in a 
supervisory capacity with the right to make application 
to the Commission after eighteen (18) months from the 
date of this order for reassociation in a supervisory 
capacity. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15023/August 2, 1978 


The Securities and Exchange Commission has insti- 
tuted public administrative proceedings against 
Westco Financial Corporation (WFC), Charles Julius 
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Johnson of Denver, Colorado and Milford A. Sims of 
Cody, Wyoming pursuant to Section 15(b) of the 
Securities Exchange Act of 1934. Further, insofar as 
WFC and Johnson are concerned, the proceeding, in 
part, is pursuant to Section 10(b) of the Securities 
Investor Protection Act of 1970. 


In the proceedings it is alleged that each resporident is 
permanently enjoined, in substance, from violating 
certain provisions of the federal securities laws and 
that each respondent has been convicted of violating 
Section 10(b) of the Securities Exchange Act and Rule 
10b-5 thereunder. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15024/August 2, 1978 


An order has been issued granting the application sub- 
mitted by the American Stock Exchange, Inc. to strike 
the common stock (par value $.25) of Supronics 
Corporation from listing and registration. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15025/August 3, 1978 


The Securities and Exchange Commission today 
granted the applications of the Philadelphia Stock 
Exchange, Inc. (“Phix’’) and the Pacific Stock 
Exchange _ Incorporated (“PSE”), pursuant to the 
terms of the voluntary moratorium on expansion of 
standardized options trading (the “voluntary morato- 
rium”)2, to begin trading in certain call option classes 





| See letter, dated July 27, 1978 from Elkins Wetherill, 
President, Phix, to Harold M. Williams, Chairman, 
Securities and Exchange Commission; and letter dated 
July 28, 1978 from Charles J. Henry, President, PSE to 
Harold M. Williams, Chairman, Securities and 
Exchange Commission. Copies of these letters are 
available for public inspection in the Commission’s 
Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. 20549. Reference should be made to 
file No. S7-722. 


2 See Securities Exchange Act Release No. 15026 
(August 3, 1978) 
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which those exchanges have selected to replace 
classes which have been involuntarily delisted. 


The Phix has been granted permission to relist call 
options classes on the common stocks of Marriott 
Corporation and Branifi international, which Phix pre- 
viously involuntarily delisted as a result of the failure of 
the underlying stock to meet the maintenance require- 
ments of Phix Rule 1010.3 


The PSE has been granted permission to begin trading 
in call option classes on the common stock of 
Lockheed Corporation as a replacement for Babcock & 
Wilcox, which was involuntarily delisted by the PSE on 
April 27, 1978. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15026/August 3, 1978 


The Securities and Exchange Commission today 
announced that the National Association of Securities 
Dealers, Inc. (“NASD”) and each national securities 
exchange which presently trades, or which has 
proposed to trade, standardized options! have agreed 





3 See Rule 1010, Phix Options Rules. Marriott Corpo- 
ration requalified for listing on June 14, 1978 and 
Braniff International wil requalify for listing on August 
21, 1978, if the underlying stock continues to trade at a 
minimum of $10.00 per share until that date. Thus, the 
granting of Phix’s application to relist Braniff 
International is subject to its requalification for listing. 





1 These national securities exchanges are: the Ameri- 
can Stock Exchange, Inc. (“Amex”); the Chicago Board 
of Options Exchange, Incorporated (“CBOE”); the Mid- 
west Stock Exchange, Incorporated (“MSE”); the New 
York Stock Exchange, Inc. (“NYSE”); the Pacific Stock 
Exchange Incorporated (“PSE”) and the Philadelphia 
Stock Exchange, Inc. (“PHLX”). 





to the Commission’s June 22, 1978 request@ to 
continue to honor the voluntary moratorium on further 
expansion of standardized options trading,’ until the 
Commission has had the opportunity to review and 
evaluate the findings of its current investigation and 
study of the standardized options markets (the 
“Options Study”).4 


In taking this action, the self-regulatory organizations 
have demonstrated their intention and willingness to 
continue to assist the Commission in its effort to 
complete its Options Study as expeditiously as 
possible, and to aid in developing the data concerning 
the standardized options markets which the 
Commission believes is necessary to enable it to 
evaluate, in light of the purposes of the Securities 
Exchange Act of 1934 (the “Act”), proposals to expand 
existing, or to initiate new, standardized options 
trading pilot programs. In furtherance of this 
cooperative action, the self-regulatory organizations 
have withdrawn those rule change proposals which 
were pending before the Commission that would have 
the effect of expanding existing pilot programs, or 
initiating new pilot pene. for the trading of 
standardized options. 





2 See Securities Exchange Act Release No. 14878 
(June 22, 1978). 


3 See Securities Exchange Act Release No. 13760 (July 
18, 1977), 42 FR 38035 (July 26, 1977). 


4 See Securities Exchange Act Release No. 14056 
(October 17, 1977), 42 FR 56706 (October 27, 1977), pp. 
2-4. 


The agreements to the terms of the voiuntary morato- 
rium are contained in letters to Chairman Harold M. 
Williams from the Amex (July 27, 1978), CBOE (July 
26, 1978), MSE (July 26, 1978), NASD (July 26, 1978), 
NYSE (July 13, 1978), PSE (July 27, 1978), and PHLX 
(July 27, 1978). Copies of these letters are available for 
public inspection, upon request, at the Commission’s 
Public Reference Room, 1100 “L” Street, N.W., Wash- 
ington, D.C. 20549. Reference should be made to File 
No. S7-722. 


5 See Securities Exchange Act Release No. 14878 
(June 22, 1978). The rule change proposals which have 
been withdrawn include the twenty-six prgqposals 
which are the subject of the consolidated disapproval 
proceeding instituted by the Commission on October 
17, 1977, (Securities Exchange Act Release No. 14057 
(October 17, 1977), 42 FR 56711 (October 27, 1977)), 
and certain other proposals not included in that dis- 
approval proceeding which would have the effect of 
expanding or materially altering existing pilot 


The terms of the agreements by the self-regulatory 
organizations to continue voluntarily to honor the 
moratorium are set forth in Securities Exchange Act 
Release Nos. 14878 (June 22, 1978) and 14991 (July 25, 
1978). 


In light of this voluntary action on the part of the self- 
regulatory organizations, the Commission has deter- 
mined to postpone taking final action on its proposal 
to adopt Securities Exchange Act Rule 9b-1(T).° The 





programs or initiating new pilot programs for the 
trading of standardized options. These latter proposals 
include SR-Amex-77-23 (Securities Exchange Act 
Release No. 14072 (October 10, 1977), 42 FR 56816 
(October 28, 1977)); SR-PHLX-76-5 (Securities 
Exchange Act Release No. 12379 (April 27, 1976), 41 
FR 18483 (May 4, 1976)); SR-PSE-76-11 (Securities 
Exchange Act Release No. 12250 (March 23, 1976), 41 
FR 13424 (March 30, 1976)); SR-PSE-77-31 (Securities 
Exchange Act Release No. 14102 (October 25, 1977), 42 
FR 57188 (November 1, 1977)); and a proposal sub- 
mitted by the PHLX by letter dated March 6, 1978, 
seeking approval in principle of a program to trade an 
“index type trading unit which would be traded for 
most purposes as a conventional options on securi- 
ties.” This submission which has been designated by 
the PHLX as SR-PHLX-78-3, does not appear to 
constitute a proposed rule change, as defined in 
Securities Exchange Act Rule 19b-4, 17 CFR 240.19b-4, 
but rather represents a request by the PHLX for an 
advisory opinion on the general concept of an index 
options program. For this reason, the Commission did 
not publish the PHLX’s submission for comment. 


6 Proposed Rule 9b-1(T) was published for comment 
on October 17, 1977, in Securities Exchange Act 
Release No. 14056, 42 FR 56706 (October 27, 1977). 
The proposed rule, if adopted, would temporarily 
prohibit any national securities exchange, registered 
securities association or registered clearing agency 
from expanding or permitting the expansion of, any 
existing program for the trading of standardized 
options or from initiating any new program for the 
trading of such options. 


The Commission wishes to make clear, however, that it 
is not withdrawing its proposal to adopt Rule 9b-1(T) 
and that failure of any participant in the voluntary 
moratorium to adhere to its conditions will lead to 
prompt reconsideration of the proposed rule on the 
basis of the record compiled in the Commission’s 
notice and comment proceedings with respect to that 
proposal and such additional comments as interested 
persons may wish to submit. 
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Commission believes that its reliance on continued 
cooperation by the self-regulatory organizations in this 
regard is consonant with the philosophy of cooperative 
self-regulation embodied in the Act. 


The Commission also, in view of the withdrawal of the 
above-mentioned expansionary options rule change 
proposals, will dismiss its consolidated sitar iia 
proceeding as to twenty-six of those proposals. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


Files Nos. 


SR-Amex-76-12 
SR-Amex-76-28 
SR-Amex-77-8 
Sr-Amex-77-9 
SR-CBOE-76-16 
SR-CBOE-76-27 
SR-CBOE-77-5 
SR-CBOE-77-14 
SR-CBOE-77-15 
SR-CBOE-77-16 
SR-MSE-77-2 
SR-MSE-77-4 
SR-MSE-77-6 


SR-MSE-77-28 
SR-NASD-77-2 
SR-NYSE-77-17 
SR-NYSE-77-21 
SR-PHLX-76-18 
SR-PHLX-77-5 
SR-PLHX-77-6 
SR-PSE-76-17 
SR-PSE-76-40 
SR-PSE-77-9 
SR-PSE-77-13 
SR-PSE-77-15 
SR-PSE-77-17 


ORDER DISMISSING CONSOLIDATED PROCEEDING 
TO DETERMINE WHETHER TWENTY-SIX OPTIONS 
RELATED RULE CHANGE PROPOSALS SHOULD BE 
DISAPPROVED 





SECURITIES EXCHANGE ACT OF 1934 — , 
Release No. 15027/August 3, 1978 The self-regulatory organizations listed above have 
each filed with the Commission, pursuant to Section 
19(b)(1) of the Securities Exchange Act of 1934 (the 
“Act”’), 15 U.S.C. 78(s)(b)(1), and Rule 19b-4 
;thereunder, 17 CFR 240.19b-4, rule or rule change 
proposals which would expand existing programs for 
trading standardized options or initiate new programs 
for such trading (the “Expansion Proposals”). Notice 
CHICAGO BOARD OPTIONS EXCHANGE, INCORPO- Of each proposal, together with the respective terms of 

RATED substance thereof, was given by the publication of a 
LaSalle at Jackson Commission release and by publication in the Federal 
Chicago, Illinois 60604 Register as follows: 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


MIDWEST STOCK EXCHANGE, INCORPORATED 
120 South LaSalle Street 
Chicago, Illinois 60603 


To expand the number of call option classes 
which may be listed on the American Stock 
Exchange, Inc. (“Amex”) from 80 to 100 
classes, SR-Amex-76-12, Securities Ex- 
NATIONAL ASSOCIATION OF SECURITIES DEALERS, change Act (“SEA”) Release No. 12334; 
INC. April 12, 1976, 41 FR 16523, April 19, 1976; 
1735 K Street, N.W. 
Washington, D.C. 20006 To permit the trading on Amex of options on 
underlying securities that are solely traded 
in the over-the-counter market, SR-Amex- 
76-28, SEA Release No. 13095, December 
22, 1976, 42 FR 2146, January 10, 1977; 


NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 
New York, New York 10005 


PACIFIC STOCK EXCHANGE INCORPORATED 
310 Pine Street 
San Francisco, California 94104 


To permit trading on Amex of options on 
Government guaranteed debt securities, 
SR-Amex-77-8, SEA Release No. 13559, 
June 20, 1977, 42 FR 2734, May 27, 1977; 
PHILADELPHIA STOCK EXCHANGE, INC. 
17th Street & Stock Exchange Place 
Philadelphia, Pennsylvania 19103 


To permit the Amex to institute strike price 
intervals of 5 points for option series on 
underlying stocks priced up to $100, and 10 
point intervals for option series on stocks 
above $100, SR-Amex-77-9, SEA Release 
No. 13518, May 6, 1977, 42 FR 24779, May 
16, 1977; 





7 See Securities Exchange Act Release No. 14057 
(October 17, 1977), 42 FR 56711 (October 27, 1977). 
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To permit the trading on the Chicago Board 
Options Exchange, Incorporated (“CBOE”) 
of options on underlying securities that are 
solely traded in the over-the-counter 
market, SR-CBOE-76-16, SEA Release No. 
12703, August 12, 1976, 41 FR 35884, 
August 23, 1976; 


To expand the number of call option classes 
which may be listed on the CBOE from 100 
to 125 classes, SR-CBOE-76-27, SEA 
Release No. 13160, January 13, 1977, 42 FR 
3911, January 21, 1977. 


To permit the CBOE to institute strike price 
intervals of 5 points for option series on 
underlying stocks priced up to $80, and 10 
point intervals for option series on stocks 
above $80, SR-CBOE-77-5, SEA Release No. 
13429, April 4, 1977, 42 FR 19194, April 12, 
1977; 


To trade equity securities on the CBOE 
floor, SR-CBOE-77-14, SEA Release No. 
13672, June 24, 1977, 42 FR 33825, July 1, 
1977; 


To permit the trading on CBOE of options 
on Government guaranteed debt securities, 
SR-CBOE-77-15, SEA Release No. 13698, 
June 29, 1977, 42 FR 35236, July 8, 1977; 


To provide increased position limits for 
CBOE member options positions which are 
offset by related positions on the opposite 
side of the market, SR-CBOE-77-16, SEA 
Release No. 13803, July 25, 1977, 42 FR 
38949, August 1, 1977; 


To permit the Midwest Stock Exchange, 
Incorporated (“MSE”) to institute strike 
price intervals of 2 1/2 points for option 
series on underlying stocks priced up to $25 
and 5 point intervals for option series on 
stocks between $25 and $100, SR-Mse-77-2, 
SEA Release No. 13369, March 14, 1977, 42 
FR 16005, March 24, 1977; 


To permit the trading on MSE of options on 
underlying securities that are solely traded 
in the over-the-counter market, SR-MSE- 
77-4, SEA Release No. 13406, March 25, 
1977, 42 FR 19200, April 12, 1977; 


To expand the number of call option classes 
that may be listed on the MSE from 20 to 40 
classes, SR-MSE-77-6, SEA Release No. 
13431, April 5, 1977, 42 FR 19202, April 12, 
1977; 


To allow MSE option and equity members to 
hold simultaneous market maker appoint- 
ments in both an option and its underlying 
stock, SR-MSE-77-28, SEA Reiease No. 
13707, June 30, 1977, 42 FR 35718, July 11, 
1977; 


To permit the National Association of 
Securities Dealers, Inc. to display stand- 
ardized options quotations on the NASDAQ 
system under a pilot progrm, SR-NASD- 
77-2, SEA Release No. 13230, February 1, 
1977, 42 FR 8244, February 9, 1977; 


To permit the trading of standardized 
options on the New York Stock Exchange, 
Inc. (“NYSE”) under a pilot program, 
SR-NYSE-77-17, SEA Release No. 13674, 
June 24, 1977, 42 FR 33829, July 1, 1977; 


To enable the NYSE to offer for sale options 
market maker annual memberships, SR- 
NYSE-77-21, SEA Release No. 13882, 
August 22, 1977, 42 FR 44052, September 1, 
1977; 


To increase the number of call option 
classes which may be listed on the 
Philadelphia Stock Exchange, Inc. (“PHLX’”) 
from 40 to 70 classes, SR-PHLX-76-18, SEA 
Release No. 13071, December 14, 1976, 41 
FR 55758, December 22, 1976; 


To permit PHLX to institute strike price 
intervals of 5 points for option series on 
underlying stocks priced below $100, and 10 
point intervals for option series on stocks at 
or above $100, SR-PHLX-77-5, SEA Release 
No. 13517, May 6, 1977, 42 FR 24790, May 
16, 1977; 


To eliminate the requirement that a wall or 
physical barrier separate option and stock 
trading activities on the PHLX, SR-PHLX- 
77-6, SEA Release No. 13689, June 28, 
1977, 42 FR 34561, July 6, 1977; 


To permit the trading on the Pacific Stock 
Exchange Incorporated (“PSE”) of options 
on underlying securities that are solely 
traded in the over-the-counter market, 
SR-PSE-76-17, SEA Release No. 12539, 
June 11, 1976, 41 FR 24787, June 18, 1976; 


To expand the number of call options 
classes which may be listed on the PSE 
from 30 to 50 classes, SR-PSE-76-40, SEA 
Release No. 13161, January 13, 1977, 42 FR 
3914, January 21, 1977; 
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To permit the PSE to institute strike price 
intervals of 2% points for option series on 
underlying stocks priced below $25, 5 point 
intervals for option series on stocks 
between $25 and $80, and 10 point intervals 
for option series on stocks above $80, 
SR-PSE-77-9, SEA Release No. 13485, April 
28, 1977, 42 FR 23901, May 11, 1977; 


To eliminate the requirement that a wall or 
physical barrier separate option and stock 
trading activities on the PSE, SR-PSE-77- 
13, SEA Release No. 13567, May 23, 1977, 
42 FR 28178, June 2, 1977; 


To expand the number of call option classes 
which may be listed on the PSE to 80 
classes, SR-PSE-77-15, SEA Release No. 
13795, July 22, 1977, 42 FR 38952, August 1, 
1977; 


To allow PSE members to hold simul- 
taneous market maker appointments in both 
an option and its underlying stock, 
SR-PSE-77-17, SEA Release No. 13725, July 
7, 1977, 42 FR 37083, July 19, 1977. 


On October 17, 1977 the commission initiated the sub- 
ject consolidated disapproval proceeding (the “Disap- 
proval Proceeding”) with respect to the rule proposals 
noted above. 


On June 22, 1978, the Commission requested the 
NASD and each national securities exchange which 
presently trades, or which has proposed to trade, 





1 See Securities Exchange Act Release No. 14057 
(October 17, 1977), 42 FR 56711 (October 27, 1977). 


The original deadline for receipt of comments on the 
Disapproval Proceeding was November 16, 1977. In 
response to requests received from Amex and the 
NASD, and in order to afford an additional opportunity 
for public comment, the Commission extended the 
comment period until November 30, 1977 (Securities 
Exchange Act Release No. 14179 (November 16, 1977), 
42 FR 60027 (November 23, 1977)). In response to 
subsequent requests by Amex and the CBOE, the 
Commission again extended the comment period, on 
both the Disapproval Proceeding and proposed rule 
9b-1(T) (Securities Exchange Act Release No. 14056 
(October 17, 1977), 42 FR 56706 (October 27, 1977)), 
until December 7, 1977 (Securities Exchange Act 
Release No. 14217 (November 30, 1977), 42 FR 62227 
(December 9, 1977)). 
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standardized options2 to continue to honor the 
Commission’s July 18, 1977 request? for a voluntary 
moratorium on further expansion of standardized 
options trading, until the Commission has had the 
opportunity to review and evaluate the findings of its 
current investigation and study of standardized options 
markets.4 The Commission also requested that these 
self-regulatory organizations withdraw those rule 
change proposals which were pending before the 
Commission which would have the effect of expanding 
existing pilot programs, or initiating new pilot 
programs, for the trading of standardized options, 
including the twenty-six rule proposals subject to this 
Disapproval Proceeding.° 


On August 2, 1978, the Commission announced that 
the self-regulatory organizations had agreed to the 
continuation of the voluntary moratorium,? and had 
withdrawn the rule change proposals designated in the 
Commission’s June 22 release, effective August 1, 
1978. 





2 The national securities exchanges are the Amex, 
CBOE, MSE, NYSE, PSE and the PHLX. 


3 Securities Exchange Act Release No. 13760 (July 18, 
1977), 42 FR 38035 (July 26, 1977). 


4 Securities Exchange Act Release No. 14056 (October 
17, 1977), pp. 2-4. 


5 The Commission also requested the withdrawal of 
other pending rule change proposals which would have 
the effect of expanding or materially altering existing 
pilot programs or initiating new pilot programs for the 
trading of standardized options, and which were not 
the subject of this Disapproval Proceeding. These 
latter proposals include SR-Amex-77-23 (Securities 
Exchange Act Release No. 14072 (October 10, 1977), 42 
FR 56816 (October 28, 1977)); SR-PHLX-76-5 (Securi- 
ties Exchange Act Release No. 12379 (April 27, 1976), 
41 FR 18483 (May 4, 1976)); SR-PSE-76-11 (Securities 
Exchange Act Release No. 12250 (March 23, 1976), 41 
FR 13424 (March 30, 1976)); SR-PSE-77-31 (Securities 
Exchange Act Release No. 14101 (October 25, 1977), 42 
FR 57188 (November 1, 1977)); and SR-PHLX-78-3 
(which has not been published). 


6 See Securities Exchange Act Release No. 
(August _, 1978). 


7 See letters to Chairman Harold M. Williams from the 
Amex (July 27, 1978), CBOE (July 26, 1978), MSE (July 
26, 1978), NYSE (July 13, 1978), NASD (July 26, 1978), 
PSE (July 27, 1978) and PHLX (July 27, 1978). Copies 
of these letters are available for public inspection in the 
Commission’s Public Reference Room, 1100 L St., 
N.W., Washington, D.C. 20549. Reference should be 
made to File No. S7-722. 





In view of the withdrawal of the rule filings which are 
the subject of this Disapproval Proceeding, it is hereby 
ordered that the Disapproval Proceeding be, and it 
hereby is, dismissed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15028/August 3, 1978 


Delegation of Authority to the Director of the Division of 
Enforcement 


AGENCY: Securities and Exchange Commission 


ACTION: Final rule amendment. 

SUMMARY: The Commission today announced the 

amendment of its Rules of Organization to delegate to‘ 
the Director of the Division of Enforcement authority to 

approve applications for relief from disqualification by 

individuals who have previously been allowed to 

reenter the securities business by the Commission, 

provided that the conditions of the new employment 

are substantially similar to those of the previously 

approved employment. 

EFFECTIVE DATE: August 3, 1978 

FOR FURTHER INFORMATION CONTACT:Michael F. 
Perlis, Esquire, Assistant Director, Division of 
Enforcement, Securities and Exchange Commission, 
500 North Capitol Street, N.W., Washington, D.C. 
20549. (202) 755-1650. 


SUPPLEMENTARY INFORMATION: In the past, the 
Commission has at times, in its discretion, granted 
applications for reentry into the securities business for 
individuals it has previously barred from such business 
or some aspects thereof. By doing this, the 
Commission has recognized that situations may exist 
where, in light of changed circumstances and after the 
passage of time, it may appear appropriate to the 
Commission, to permit a disqualified individual to have 
the disqualification lifted if, in general, the applicant 
can make a showing satisfactory to the Commission 
that reentry into the securities business would be 
consistent with the public interest. 


In the case of a disqualified individual seeking 
employment with a broker or dealer, once such relief 
has been granted by the Commission, the bar is 


removed only so long as the individual applicant 
remains in the employ of that firm, in the capacity and 
under the conditions of supervision specified in the 
application which has been approved. In the event the 
firm seeks to change either the nature of such 
employment or the conditions of supervision, prior 
Commission approval must be sought. Moreover, if 
the individual seeks employment with another broker 
or dealer, both the individual and the new firm 
employer must submit a new application and again 
obtain Commission approval prior to such employ- 
ment. 


The Commission has found that these disqualified 
individuals, who have been conditionally allowed to 
reenter the securities business by the Commission, 
may seek employment with other brokerage firms in 
the course of their professional careers, under 
substantially similar conditions of employment. The 
Commission is accordingly required to consider at 
numerous times whether to approve substantially the 
same conditions of employment, with different firms, 
for the same individual. 


This amendment, delegating the authority to the 
Director of the Division of Enforcement to approve 
applications for relief from disqualification by 
individuals who have previously been allowed to 
reenter the securities business by the Commission, 
provided the conditions of employment are substan- 
tially similar to those previously approved by it, will 
greatly facilitate and expedite the processing of such 
applications. The Commission believes that the factors 
considered by it in its initial approval of an individual’s 
employment offer sufficiently clear guidance to 
warrant a delegation of its authority in this regard to 
the Director of the Division of Enforcement. The instant 
delegation of authority will not effect Rule 19h-1 appli- 
cations or the role of the Division of Market Regulation 
thereunder. 


Accordingly, the Commission is today amending its 
rules regarding the delegation of authority in order to 
permit the Director of the Division of Enforcement to 
approve such reentry applications where the conditions 
of the new employment are substantially similar to 
those applied to the old employment previously 
approved by it. 


The Commission finds that this amendment relates 
solely to agency organization, procedure, or practice, 
and that notice and public procedure in accordance 
with 5 U.S.C. 553 are not necessary, pursuant to 
subsection (b) thereof and that, in view of the fore- 
going, good cause exists for dispensing with the 
normal 30-day delay in effectiveness. Accordingly, 17 
CFR 200.30-4 is amended, effective immediately, by 
adding a new paragraph (5) which reads as follows: 
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§200.30-4 Deiegation of authority to Director of 
Division of Enforcement 


eee 
(a) ¢ @ @ 


(5) To approve applications for relief from disqualifica- 
tion by individuals who have previously been allowed 
to reenter the securities business by the Commission, 
provided that the conditions of the new employment 
are substantially similar to those of the previously 
approved employment. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15029/August 3, 1978 


An order has been issued granting the application sub- 
mitted by the American Stock Exchange, Inc. to strike 
the warrants (expiring 12-1-78) of Fibreboard 
Corporation from listing and registration. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15030/August 3, 1978 


In the Matter of 
PACIFIC RESOURCES, INC. 
Common Stock, no par value 


File No. 1-6884 


Securities Exchange Act of 1934, Sections 12(d) and 
17(a) 


ORDER AMENDING EFFECTIVE DATE OF WITH- 
DRAWAL FROM LISTING AND REGISTRATION AND 
EXTENDING THE EXEMPTION OF CERTAIN PER- 
SONS AND SECURITIES FROM THE PROVISIONS OF 
RULE 17a-15 
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On June 22, 1977 we approved the application of 
Pacific Resources, Inc. (“PRI’’) to withdraw its secu- 
rities from listing and registration on the Pacific Stock 
Exchange Incorporated (“PSE”).1 We prescribed as a 
term of that delisting that it not become effective until 
the time of our determination with respect to the PSE’s 
application for unlisted trading privileges in PRI 
common stock, but in no event later than 120 days after 
June 22, 1977.2 We have amended, several times, the 
date upon which PRI’s withdrawal from listing and 
registration on the PSE becomes effective. Currently, 
the scheduled effective date is August 4, 1978.3 


We found that the initial delay in the effective date of 
the delisting and the extension until August 4, 1978 
were necessary for two reasons. First, a temporary 
disruption in trading in PRI stock on the PSE would 
result in a lessening of potential competition among 
dealers and between exchange markets and markets 
other than exchange markets during any interim period 
after delisting, but before unlisted trading privileges 
are (if at all) granted. Second, we initially had noted 
that if the delisting were effective immediately, PRI 
stock would not be marginable for a period of several 
months until it was included on the Federal Reserve 
Board’s “List of OTC Margin Stocks.”4 


Our ultimate determination on the PSE application for 
unlisted trading privileges in PRI stock involves the 





1 See Securities Exchange Act Release No. 13657 
(June 22, 1977); 42 F.R. 33398 (June 30, 1977). 


2 The PSE filed an application, pursuant to Section 
12(f)(1)(C) of the Securities Exchange Act of 1934, for 
unlisted trading privileges in PRI stock on March 25, 
1977 in response to PRI’s application to withdraw that 
security from listing and registration on the PSE (filed 
March 23, 1977). Concurrently with our order with- 
drawing PRI stock from listing, we ordered a hearing 
on the PSE application. See Securities Exchange Act 
Release No. 13658 (June 22, 1977); 42 F.R. 33402 (June 
30, 1977). 


3 See Securities Exchange Act Release No. 14783 (May 
18, 1978); 43 F.R. 23066 (May 30, 1978). 


4 The maintenance of credit, extended before a security 
ceases to be marginable, would not be affected by the 
delisting of that security. [Section 220.7(b) of 
Regulation T (12 CFR 220.7 (b))]. The extension of new 
credit, however, would be prohibited under those cir- 
cumstances, until the security was included on the 
Federal Reserve Board’s “List of OTC Margin Stocks” 
(“Margin List”). 





consideration of several major policy issues including, 
among others, whether sufficient progress has been 
made toward the development of a national market 
system to satisfy the standards of Section 12(f)(2), 
whether the progress contemplated by Congress in 
adopting that Section is met by PSE’s rescission of its 
off-board trading rules as they apply to transactions in 
PRI common stock, whether that progress and the 
statutory goals of eliminating unnecessary burdens on 
competition are satisfied by existing communications 
facilities and provisions for access between the PSE 
and over-the-counter (“OTC”) markets, and whether 
last sale reporting of all PRI stock transactions would 
be appropriate should unlisted trading privileges be 
granted. 


We have not yet resolved these issues insofar as they 
arise with respect to our consideration of the PSE 
application for unlisted trading privileges and, 
accordingly, we have been unable to complete our 
deliberations concerning the hearing on that 
application. We believe, however, that the purposes of 
the Act, particularly those which encourage competi- 
tion among dealers acting as market makers in a 
security and between markets in that security, make it 
appropriate for us to permit the existing competition in 
PRI stock to continue during the interim period 
necessary for us to conclude our deliberations. 
Accordingly, for the reasons enunciated in the June 22 
delisting order, and as stated above, we find it 
necessary to extend until February 2, 1979 the effective 
date of removal of PRI stock from listing and 
registration on the PSE. 


PRI stock has been traded both on the PSE and OTC 
since issuance of our June 22 order.® At that time we 
also exempted, for a period of up to 120 days, the 
National Association of Securities Dealers, Inc. 
(“NASD”) and all brokers and dealers from the 
reporting requirements of Rule 17a-15 under the 
Securities Exchange Act of 1934 relating to last sale 
reports of OTC transactions in the common stock of 
PRI. The duration of that exemption was amended in 
our extension orders to August 4, 1978. Until we make 
a determination on the PSE’s application for unlisted 
trading privileges in PRI stock, we believe that there 


will be uncertainty as to whether real-time reporting in 
PRI stock will be required as a general matter and that a 
continued exemption from Rule 17a-15 is appropriate. 
We continue to believe it is not necessary in the public 
interest or for the protection of investors to require 
members of the PSE, (who may trade PRI stock in the 
OTC market) and other brokers and dealers to develop 
and implement reporting procedures for transactions in 
this single security during the time before we make a 
determination as to the PSE’s application. Accord- 
ingly, we have determined to, and hereby exempt, until 
February 2, 1979, the NASD and all brokers and dealers 
from the requirements of Rule 17a-15 relating to last 
sale reports of OTC transactions in the common stock 
of PRI.8 


ACCORDINGLY, IT IS HEREBY ORDERED, that our 
order of June 22, 1977, as amended, granting PRI’s 
application to withdraw from listing and registration on 
the PSE be, and it hereby is, amended as set forth 
herein. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15031/August 3, 1978 


In the Matter of 

NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
Ph Street, Northwest 

Washington, D.C. 20006 

(SR-NASD-78-5) 


ORDER APPROVING PROPOSED RULE CHANGE 








5 See e.g., Section 11A(a)(1)(C)(ii). 


6 The PSE has exempted from its off-board trading 
restrictions securities, such as PRI stock, which are 
both the subject of a delisting application and in which 
the PSE has applied for unlisted trading privileges. See 
Securities Exchange Act Release No. 13656 (June 22, 
1977); 42 F.R. 33400 (June 30, 1977). 


7 If the unlisted trading privileges application of the 
PSE is denied, PRI stock will be traded solely OTC and, 
therefore, will not be subject to current reporting under 
Rule 17a-15. 


8 This exemption does not prohibit those persons 
individually from complying voluntarily with Rule 
17a-15 as long as such broker or dealer complies with 
the Rule in a uniform and consistent manner. 
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On June 8, 1978, the National Association of Securities 
Dealers, Inc. (the “NASD”) filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities Exchange 
Act of 1934 (the “Act”), 15 U.S.C. 78s(b)(1), and Rule 
19b-4 thereunder, copies of a proposed rule change to 
amend the NASD Board of Governors’ interpretation of 
Article Ill, Section 1 of the NASD Rules of Fair Practice 
to require underwriters for investment companies to 
notify the NASD if a check received from a dealer for 
payment of an open transaction is returned by a bank 
as uncollectable. According to the NASD, the purpose 
of this amendment is to alert the NASD to violations of 
its prompt payment requirements and to permit it to 
detect at an early date potential financial problems on 
the part of member dealers. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release (Securi- 
ties Exchange Act Release No. 34-14873, June 21, 
1978) and by publication in the Federa/ Register (43 FR 
28065, June 28, 1978). Public comments were solicited 
on the proposed rule change but none were received. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to regis- 
tered national securities associations, and in particu- 
lar, the requirements of Section 15A of the Act, and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market Regu- 
lation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20643/July 28, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5949/ July 28, 1978 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No 20644/ July 28, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5950/July 28, 1978 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20645/July 28, 1978 


In the Matter of 


CEDAR COAL COMPANY 
Charleston, West Virginia 


(70-5954) 


SUPPLEMENTAL ORDER FURTHER EXTENDING 
BANK BORROWING BY SUBSIDIARY COAL COM- 
PANY 


Cedar Coal Company (‘‘Cedar’’), a coal company sub- 
sidiary of Appalachian Power Company (‘‘Appala- 
chian’’), an electric utility subsidiary of American 
Electric Power Company, Inc. a registered holding 
company, has filed a ninth post-effective amendment 
to a declaration previously filed with this Commission 
pursuant to Sections 6 and 7 of the Public Utility Hold- 
ing Company Act of 1935 (‘‘Act’’) regarding the 
following proposed transaction. 


Cedar is engaged in the mining, delivery and sale of 
coal to Appalachian. Cedar does not own coal proper- 
ties, but Cedar holds’ leases on approximately 24,931 
acres of land in West Virginia estimated to contain 76 
million tons of recoverable coal. Cedar’s current 
mining capacity is stated to be 2 million tons of coal 
per year. 


It is planned to expand the mining capacity of Cedar to 
approximately 4 million tons per year by 1979 at a cost 
of approximately $50,000,000. The bulk of Cedar’s 
coal production is expected to be used by the John E. 
Amos plant (owned jointly by Appalachian and its 





affiliate, Ohio Power Company). Expansion plans for 
Cedar include the development of a 1,000 ton per 
hour coal preparation plant, coal handling facilities 
and railroad loadout, all presently under construction 
(the ‘‘White Oak preparation plant’’). The cost of the 
White Oak preparation plant is currently estimated to 
be approximately $20,000,000. 


By prior order in this proceeding, Cedar was 
authorized to borrow up to $18,000,000 to finance the 
White Oak preparation plant (HCAR No. 20017, May 
3, 1977). Pursuant to that authorization, Cedar entered 
into a Credit Agreement (‘‘agreement’’) with Irving 
Trust Company (‘‘Irving Trust’’) which permitted 
Cedar to borrow an aggregate principal amount not to 
exceed $18,000,000 outstanding at any one time. The 
borrowings are evidenced by a note (‘‘note’’) issued 
by Cedar to Irving Trust bearing interest at a rate no 
greater than the prime rate in effect at Irving Trust 
from time to time. Compensating balances are 
required in the amount of 10% of the amount of the 
bank line made available by Irving Trust, together 
with additional compensating balances in the amount 
of 10% of the amount of any borrowings. Borrowings 
on the note are due and payable in installments, with 
50% of the outstanding balance of the borrowings 
being originally payable on November 30, 1977, and 
the remainder being originally payable on December 
30, 1977. 


Borrowings pursuant to the agreement were made in 
contemplation of a sale-leaseback transaction involving 
the White Oak preparation plant (said transaction to 
be the subject of a further application to this 
Commission). It was proposed to retire the borrow- 
ings from Irving Trust under the agreement with the 
proceeds of the sale and leaseback transaction. Cedar 
and Appalachian have applied to the Commission for 
authorization of the sale and leaseback of the White 
Oak preparation plant, with notice of the sale and 
leaseback transaction issuing on November 18, 1977 
(HCAR No. 20262 in File No. 70-6087). The sale- 
leaseback has not yet been consummated. 


By prior supplemental orders in the instant proceeding 
(HCAR Nos. 20279, 20359, 20399, 20424, 20477, 
20520, 20571 and 20611, November 30, December 30, 
1977, January 30, February 28, March 31, April 27, 
June 1, and June 30, 1978), the installment payment 
dates specified in the agreement were extended from 
November 30, and December 30, 1977 to July 31, and 
August 31, 1978, respectively. Said extensions were 
necessary due to delays in consummating the sale- 
leaseback. It is now proposed that as consummation 
will require additonal time, the installment payment 
dates as previously extended, be further extended to 
August 31, and September 30, 1978, respectively. 


No state or federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. No fees nor expenses are to be incurred 
in connection with the proposed transaction. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and con- 
sumers that said declaration, as amended by said post- 
effective amendment, be permitted to become 
effective. 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended by said post-effective amendment, be, 
and it hereby is, permitted to become effective forth- 
with, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20646/ July 28, 1978 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 


ASH CREEK MINING COMPANY 
Tulsa, Oklahoma 


(70-5868) 


SUPPLEMENTAL ORDER EXTENDING EXISTING 
AUTHORIZATION TO ENGAGE IN COAL EXPLORA- 
TION AND DEVELOPMENT PROGRAMS 
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Public Service Company of Oklahoma (‘‘PSO’’), an 
electric utility subsidiary of Central and South West 
Corporation (‘‘CSW’’), a registered holding company, 
and Ash Creek Mining Company (‘‘Ash Creek’’), a 
subsidiary mining company of PSO, have filed a post- 
effective amendment to their application-declaration, 
as amended, previously filed with this Commission 
pursuant to Sections 6, 7, 9(a), 10 and 12 of the Public 
Utility Holding Company Act of 1935 (‘‘Act’’) and 
Rules 43 and 45 promulgated thereunder regarding 
the following proposal. 


By order dated November 30, 1976 (HCAR No. 19777) 
PSO was authorized to organize and acquire all of the 
authorized common stock of a new coal mining sub- 
sidiary corporation, Ash Creek. PSO was also 
authorized to transfer to Ash Creek all of its existing 
coal interests in exchange for Ash Creek’s common 
stock in an aggregate par value equal to PSO’s capital 
costs relating to the coal interests. Pursuant to this 
authorization, PSO transferred to Ash Creek 
properties having a cost basis of $3,839,040 in return 
for 383,904 shares of common stock, par value $10 per 
share, of Ash Creek. Additional properties have not 
yet been transferred and remain in PSO ownership. 
PSO also was authorized to make through December 
31, 1977 short-term loans to Ash Creek, via either 
open account advances or evidenced by notes, in an 
aggregate amount not to exceed $12,500,000 at any 
time outstanding, to finance Ash Creek’s fuel pro- 
grams. That authorization has subsequently been 
extended pursuant to Supplemental Commission 
Orders (HCAR Nos. 20329, 20414, 20476, 20505 and 
20568). 


PSO and Ash Creek now request that the authorization 
be further extended for a 45 day period ending 
September 15, 1978. During this period, no transfers 
to Ash Creek of the coal interests remaining in PSO 
will be made. 


Ash Creek will report to the Commission, to the extent 
required by Rule 24 promulgated under the Act, on 
interests acquired and disposed of, operations under- 
taken and expenditures made pursuant to the 
extended authorization herein requested. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. Fees and expenses to be in- 
curred in connection with the proposed transaction are 
estimated at $50. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 
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consumers that the application-declaration, as further 
amended by said post-effective amendment, be 
granted and permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder that the authorization 
previously granted and permitted Ash Creek to make 
short-term borrowings from PSO to the extent of an 
aggregate amount not to exceed $12,500,000 and to 
expend such funds in fuel exploration and 
development programs be extended, effective 
forthwith, until September 15, 1978 subject to the 
proviso that any interest thereby acquired or 
developed be for the sole purpose of providing for the 
fuel needs of Northeastern plants #’s 3 and 4 and 
subject further to the proviso that no transfers to Ash 
Creek of the coal interests remaining in PSO be made 
during this extension period. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the price of coal 
sold by Ash Creek to PSO and to all other aspects of 
the application-declaration, as now amended, not 
specifically ordered herein. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20647/ July 28, 1978 


In the Matter of 


MONONGAHELA POWER COMPANY 
1310 Fairmont Avenue 
Fairmont, West Virginia 26554 


THE POTOMAC EDISON COMPANY 
Downsville Pike 
Hagerstown, Maryland 21740 


THE WEST PENN POWER COMPANY 


800 Cabin Hill Drive 
Greensburg, Pennsylvania 15601 


(70-6080) 





NOTICE OF POST-EFFECTIVE AMENDMENT RE- 
LATING TO PROPOSED ISSUANCE AND SALE OF 
SHORT-TERM NOTES TO BANKS 


NOTICE IS HEREBY GIVEN that Monongahela Power 
Company (‘‘Monongahela’’), the Potomac Edison 
Company (‘‘Potomac’’), and West Penn Power Com- 
pany (‘‘West Penn’’), each a wholly-owned electric 
utility subsidiary of Allegheny Power System, Inc. 
(‘‘Allegheny’’), a registered holding company, have 
filed a post-effective amendment to their application in 
this proceeding pursuant to Section 6(b) of the Public 
Utility Holding Company Act of 1935 (‘‘Act’’), and 
Rule 50(a)(5) promulgated thereunder regarding the 
proposed transactions. All interested persons are 
referred to the amended application, which is 
summarized below, for a complete statement of the 
proposed transactions. 


By order in this proceeding dated December 28, 1977, 
(HCAR No. 20343), the above subsidiaries of 
Allegheny were authorized to borrow funds during the 
period ending June 30, 1979, through the issuance and 
sale of short-term notes to banks and commercial 
paper to dealers in commercial paper in an aggregate 
amount not to exceed $50,000,000 in the case of 
Monongahela, $48,000,000 in the case of Potomac, and 
$50,000,000 in the case of West Penn. Jurisdiction was 
reserved with respect to that portion of the borrowings 
requested by West Penn in excess of $50,000,000. In 
accordance with the post-effective amendment, the 
banks from which such borrowings are effected remain 
the same but in some instances the maximum amount 
of the borrowings to be outstanding from each bank at 
any one time has been changed. The complete list of 
banks and maximum amounts to be borrowed will be 
as follows: 


Citibank, N.A. 

The Chemical Bank 

Mellon Bank, N.A. 

Pittsburgh National Bank 
Manufacturers Hanover Trust Co. 
Irving Trust 

Chase Manhattan Bank, N.A. 








The maximum amount of such borrowings at any one 
time outstanding will not, when taken together with 
any commercial paper then outstanding, be in excess 
of $50 million in the case of Monongahela, $50 million 
in the case of West Penn, and $48 million in the case 
of Potomac as previously authorized. 


The original filing stated that no commitment or 
agreement has been made with respect to any of the 


proposed borrowings and that Allegheny and the 
Companies have established lines of credit with such 
banks for short-term borrowing. It was stated that 
balances are maintained by one or more of the System 
Companies at all of these banks to meet regular 
operating requirements as well as, when necessary, in 
connection with these lines of credit. it was further 
stated that compensating cash balances requirements 
are generally either on the basis of a percentage of the 
line of credit extended by such bank (for example 
10%), or a higher percentage of notes outstanding (for 
example 20%), which ever is greater, or a percentage 
of the line of credit (for example 10%) plus a 
percentage (for example 10%) of notes outstanding, in 
each case on an average annual basis. 


The post-effective amendment states that certain of 
the banks listed above have offered to substitute fees 
for, or to be used in conjunction with lower 
compensating balances than those set forth above. The 
fee arrangements vary. In some cases fees equal to a 
specific percentage of the prime commercial rate (for 
example 8%% of the prime commercial rate) are 
involved, while in another instance the arrangement 
provides that balances be maintained equal to 5% of 
the line of credit with an additional fee of 212% of 
prime payable, rather than more burdensome balance 
arrangements. It is stated that the fee arrangements 
would not be utilized unless the effective cost thereof 
is less than the compensating balance arrangement in 
effect at that bank at that time. It is further stated that 
the proposed fee arrangements result in an effective 
interest cost of issuing and selling the notes between 
7.96 and 8.38% based upon a prime commercial rate 
of 7% and between 10.23 and 10.77% based upon a 
prime commercial rate of 9%. This compares with an 
effective cost between 8.75% and 11.25% based upon 
the compensating balance requirements set forth 
above. 


In all other respects the proposed transactions remain 
the same. It is stated that the State Corporation 
Commission of Virginia has jurisdiction over the 
issuance and sale of Potomac of the short-term debt. It 
is further stated that no other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 23, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and issues of fact or law raised by said post- 
effective amendment to the application which he 
desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
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should be served personally or by mail upon the appli- 
cants at the above-stated addresses, and proof of 
service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any 
time after said date, the application as now amended 
or as it may be further amended, may be granted as 
provided in Rule 23 of the General Rules and Regu- 
lations promulgated under the Act, or the Commission 
may grant exemptions from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponement thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20648/ July 28, 1978 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72203 


(70-6185) 


NOTICE OF PROPOSAL TO CONSOLIDATE NU- 
CLEAR FUEL ARRANGEMENTS 


NOTICE IS HEREBY GIVEN that Arkansas Power & 
Light Company (‘‘Arkansas’’}, an electric utility sub- 
sidiary of Middle South Utilities, Inc., a registered 
holding company, has filed an application pursuant to 
the Public Utility Holding Company Act of 1935 
(‘‘Act’’), designating Sections 9(a) and 10 of the Act as 
applicable to the proposed transaction. All interested 
persons are referred to the application, which is 
summarized below, for a complete statement of the 
proposed transaction. 
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Pursuant to authorization of this Commission (HCAR 
No. 18442, June 4, 1974, and HCAR No. 19370, 
February 3, 1976), Arkansas entered on June 25, 1974, 
into a lease (‘‘Original Lease’’) with Southwest Fuel 
Company (‘‘Fuel Company’’) under which Arkansas 
leases from the Fuel Company nuclear fuel, including 
facilities Incident to its use, which is used to satisfy 
the fuel requirements for Unit No. 1 of Arkansas 
Nuclear One (‘‘Unit No. 1’’), located near Russellville, 
Arkansas. 


In addition, pursuant to authorization of the 
Commission (HCAR No. 19447, March 26, 1976; 
HCAR No. 20231, October 27, 1977, and HCAR No. 
20304, December 8, 1977), Arkansas entered on April 
6, 1976, Into a lease with Razorback Nuclear 
Properties, Inc. (‘‘Razorback’’) under which Arkansas 
leases from Razorback nuclear fuel, including facilities 
incident to its use (‘‘Razorback Nuclear Fuel’’), which 
is used to satisfy the fuel requirements for Unit No. 2 
of Arkansas Nuclear One (‘‘Unit No. 2’’). 


In order to consolidate the arrangements whereby 
Arkansas leases nuclear fuel, including facilities 
incident to its use (‘‘Nuclear Fuel’’), for Unit No. 1 
and Unit No. 2, Arkansas proposes to terminate the 
Razorback Lease and cause title in the Razorback 
Nuclear Fuel to vest with the Fuel Company. Arkansas 
understands that Razorback will consent to the 
arrangements necessary to cause such transfer of title 
to the Fuel Company. On a date which shall be set by 
Arkansas for settlement of termination (‘‘Termination 
Settlement Date’’), the Fuel Company shall purchase 
the Razorback Nuclear Fuel from Razorback, or 
Arkansas shall purchase the Razorback Nuclear Fuel 
from Razorback and sell it to the Fuel Company, at a 
purchase price equal to the sum of the Stipulated Loss 
Value, as defined in the Razorback Lease, of the 
Razorback Nuclear Fuel plus the Termination Rent, as 
defined in the Razorback Lease, both computed as of 
the day of purchase. Upon consummation of the 
purchase, all obligations of Arkansas under the 
Razorback Lease will terminate. Arkansas under- 
stands that upon the termination of such obligations of 
Arkansas, Razorback will terminate its related credit 
arrangements with a group of commercial banks under 
a credit agreement dated as of April 6, 1976 
(‘‘Razorback Credit Agreement’’). As required by the 
Razorback Lease, Arkansas would provide Razorback 
with its consent to the termination. The amounts of 
the Stipulated Loss Value and the Termination Rent at 
June 30, 1978, were approximately $43,000,000 and 
$-0-, respectively. 


Under the terms of the Original Lease as it is proposed 
to be restated and amended (‘‘Lease’’), the Fuel 
Company will make additional payments to suppliers, 
processors and manufacturers necessary to carry out 
the terms of Arkansas’ contracts for Nuclear Fuel for 





Unit No. 1 and Unit No. 2 or Arkansas will make such 
payments and will be reimbursed by the Fuel 
Company; the Fuel Company may also make payments 
to future suppliers of Nuclear Fuel for Unit No. 1 or 
Unit No. 2 or Arkansas will make such payments, 
subject to reimbursement by the Fuel Company. The 
maximum commitment of the Fuel Company to make 
payments for Nuclear Fuel is $99,000,000 at any one 
time outstanding. 


Under the Lease Arkansas will be responsible for 
operating, maintaining, repairing, replacing and 
insuring the Nuclear Fuel and for paying all taxes and 
costs arising out of the ownership, possession or use 
thereof. The initial term of the Lease will be through 
September 1, 1982; on September 1, 1979, and on each 
succeeding September 1 the three year balance will be 
extended for one year, unless either party gives prior 
written notice of termination, up to September 1, 2018. 


Lease payments will commence with the term of the 
Lease; they will be payable quarterly. These pay- 
ments will include (A) a quarterly lease charge, which 
will represent an administrative charge of 1/8 of 1% 
per annum of the Stipulated Loss Value, as defined in 
the Lease, payable by the Fuel Company to its parent, 
Broad Street Contract Services, Inc. (‘‘BSC’’), and 
other allocated operational costs of the Fuel Company 
and (B) a burn-up charge equal to the cost of the 
Nuclear Fuel consumed while the Nuclear Fuel is in 
the reactors and producing heat. When the Nuclear 
Fuel, or a portion thereof, is not in a reactor and 
producing heat Arkansas may elect to capitalize 
quarterly lease charges or daily portions thereof on the 
portion of the nuclear fuel not producing heat so long 
as the amount of credit still available to the Fuel 
Company under the Credit Agreement referred to 
below exceeds the sum of the Stipulated Loss Value of 
the Nuclear Fuel, the amount of such charges and 
$1,000,000. Arkansas may consequently, subject to the 
foregoing limitation, defer rental payments on any 
portion of the Nuclear Fuel until those times during 
commercial operation when that portion of the Nuclear 
Fuel is in a reactor and producing heat in the pro- 
duction of electric energy. 


Arkansas may terminate the Lease at any time. The 
Fuel Company may terminate the Lease under certain 
circumstances, including, among others, if it becomes 
subject to certain adverse rules, regulations or 
declarations with respect to its status or the conduct of 
its business, if there is a nuclear incident of sufficient 
magnitude, and by notice of a desire not to renew the 
Lease on September 1, 1979, and any subsequent 
September 1 followed by the lapse of the remaining 
term. Upon the occurrence of any event of termination 
as defined in the Lease (‘‘Event of Termination’’) title 
to the Nuclear Fuel shall automatically be transferred 
to Arkansas. Within 120 days, but not less than 90 


days after notice of termination, Arkansas will be 
unconditionally obligated to purchase the Nuclear Fuel 
from the Fuel Company at a purchase price equal to 
the sum of the Stipulated Loss Value of the Nuclear 
Fuel pilus the Termination Rent, as defined in the 
Lease, both computed as of the day of purchase. Upon 
consummation of such purchase, all obligations of 
Arkansas under the Lease will terminate. 


The Fuel Company will receive alternative termination 
rights upon certain events of default as defined in the 
Lease (‘‘Events of Default’). Upon the occurrence of 
an Event of Default the Fuel Company may (a) treat 
the Event of Default as an Event of Termination with 
the results specified in the preceding paragraph and 
proceed at law or in equity for enforcement of the 
applicable provisions of the Lease or for damages, 
and/or (b) it may terminate the Lease. If it terminates 
the Lease, Arkansas’ interest in the Nuclear Fuel will 
terminate and the Fuel Company may take possession 
of the Nuclear Fuel and sell it. In the event of such a 
termination, the Fue! Company may recover from 
Arkansas damages and expenses resulting from the 
breach of the Lease, all accrued and unpaid amounts 
owed to it by Arkansas, and liquidated damages. 


Arkansas proposes to continue its practice under the 
Original Lease and the Razorback Lease by charging 
the rent under the Lease to fuel expense and 
accounting for the transaction as a lease rather than a 
purchase. 


Under the terms of the Lease the amount of the 
quarterly lease payments by Arkansas will be 
measured by, among other things, the amount of costs 
incurred by the Fuel Company in connection with its 
acquisition of the Nuclear Fuel. The Fuel Company 
has advised Arkansas that It will finance its obligations 
under the Lease by entering into a $100,000,000 credit 
agreement (‘‘Credit Agreement’’) with Bank of 
America National Trust and Savings Association 
(‘‘Bank’’), a commercial bank, and Southwest 
Contracts, Inc. (‘‘Southwest’’). In addition, the Fuel 
Company has advised Arkansas that simultaneously 
with entering into the Credit Agreement it will 
terminate its credit arrangements with Security Pacific 
National Bank under the credit agreement dated June 
25, 1974 (‘‘Security Pacific Credit Agreement’’). As 
required by the Original Lease, Arkansas would 
provide the Fuel Company with its consent to such 
termination. As required by the Lease, Arkansas 
would approve of the entry into the Credit Agreement 
by the Fuel Company. 


Southwest Is a Delaware corporation which is a wholly- 
owned subsidiary of BSC Holdings, Inc. (‘‘Holdings’’). 
Holdings, like BSC, which wholly owns the Fuel 
Company, is a Delaware corporation engaged with its 
other subsidiaries in a general leasing business. Hold- 
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ings and BSC are both owned by a partnership 
composed of partners who are also partners of Gold- 
man, Sachs & Co., an investment banking firm. It is 
stated that neither Holdings or BSC, their respective 
subsidiaries, including Southwest and the Fuel 
Company, Goldman, Sachs & Co. nor any persons 
affiliated with any of these companies are affiliated 
with Arkansas or any of its affiliated companies. 


Under the Credit Agreement Southwest would issue 
its commercial paper the proceeds of which, to the 
extent not required to pay its maturing commercial 
paper, will be advanced to the Fuel Company to 
permit the Fuel Company to meet its obligations under 
the Lease or to repay revolving credit loans (‘‘Revolv- 
ing Credit Loans’’) from the Bank. The Bank will be 
unconditionally committed to make loans (‘‘Refunding 
Loans’’) to Southwest in an amount equal to the face 
amount of matured commercial paper for the payment 
of which funds are not otherwise available to 
Southwest. All obligations of Southwest to the Bank 
(including the obligations to repay Refunding Loans) 
will be guaranteed by the Fuel Company. In addition, 
the Fuel Company will be jointly and severally liable 
for all fees and other amounts owed to the Bank, and 
will agree to reimburse Southwest for discounts and 
commissions incurred by Southwest in connection with 
the sale of its commercial paper, for all taxes, govern- 
mental charges and assessments of Southwest and for 
administrative expenses of Southwest. Goldman, 
Sachs & Co. would use its best efforts to sell the 
commercial paper at the best rate available (which rate 
will include a 1/8% per annum dealer discount) con- 
sistent with prudent marketing considerations. 
Morgan Guaranty Trust Company of New York (‘‘De- 
positary’’), a commercial bank, will act as issuing 
agent for Southwest’s commercial paper. 


Under the Credit Agreement, the Fuel Company could 
also obtain Revolving Credit Loans from the Bank to 
be evidenced by the Fuel Company’s promissory note 
(‘Revolving Credit Note’’). Refunding Loans which 
are not repaid on the same day when made will auto- 
matically become Revolving Credit Loans and also be 
evidenced by the Revolving Credit Note. The Credit 
Agreement will have an initial term extending through 
December 1, 1982; it will be extended for one year on 
December 1, 1979, and on each succeeding December 
1, unless either party has given prior notice of 
termination, up to December 1, 2018. 


In consideration for the Bank’s commitment to make 
loans to the Fuel Company and Southwest (collective- 
ly, the ‘‘Companies’’), the Companies will pay to the 
Bank a quarterly commitment fee equal to % of 1% 
per annum of the excess of (i) the Bank’s loan commit- 
ment under the Credit Agreement (initially 
$100,000,000) over (ii) the average daily amount of Re- 
volving Credit Loans outstanding during each quarter, 
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and will also pay to the Bank a quarterly availability 
fee equal to % of 1% per annum of the average daily 
face amount of all commercial paper of Southwest out- 
standing during each quarter. The Fuel Company and 
Southwest will be jointly and severally obligated to pay 
the commitment fee and the availability fee. 


Each Revolving Credit Loan will bear interest (com- 
puted on the basis of a 360-day year) from its date on 
its unpaid principal amount, payable quarterly and at 
maturity, at a rate per annum equal to the greater of 
(i) 120% of the sum of (x) the lending rate announced 
by the Bank from time to time for 90-day commercial 
loans to its largest and most credit-worthy customers 
and (y) % of 1%, and (ii) the sum of (x) the secondary 
market bid rate as determined by the Bank from time 
to time for certificates of deposit of a principal amount 
equivalent to all outstanding Revolving Credit Loans 
having a maturity of 90 days and (y) 1%. Interest on 
overdue principal and, to the extent permitted by 
applicable law, on any overdue interest, from the due 
date thereof, until the obligation of the Fuel Company 
to the Bank with respect thereto is discharged, will be 
at the rate per annum equal to the greater of (i) 122% 
of the sum of (x) the lending rate announced by the 
Bank from time to time for 90-day commercial loans to 
its largest and most credit-worthy customers and (y) 
Y% of 1%, and (ii) (x) the secondary market bid rate as 
determined by the Bank from time to time for 
certificates of deposit of principal amount equivalent 
to all outstanding Revolving Credit Loans and having a 
maturity of 90 days and (y) 3%. 


The aggregate amount outstanding on the Fuel Com- 
pany’s Revolving Credit Note and of Southwest’s 
commercial paper at any time outstanding will not 


‘exceed the maximum credit limit under the Credit 


Agreement. 


Based upon the pricing terms of the Credit Agree- 
ment, Arkansas states that the Fuel Company will 
have a lower effective cost of money under the Credit 
Agreement than it has under the Security Pacific 
Credit Agreement and than Razorback has under the 
Razorback Credit Agreement. 


Arkansas has been advised by the Fuel Company that 
the Bank will receive an assignment of the rents and 
certain other obligations under the Lease as security 
for the Bank’s loans under the Credit Agreement. The 
Fuel Company also has advised that the Bank and 
Southwest will receive a security interest in the 
Nuclear Fuel. Arkansas will agree in the Lease to 
acknowledge notice of the assignment and granting of 
a security interest by an instrument. 


A statement of the fees, commissions and expenses to 
be incurred in connection with the proposed trans- 
action will be filed by amendment. It is stated that no 





state or federal-commission, other than this Commis- 
sion, has jurisdiction over the proposed transaction, 
except that the Nuclear Regulatory Commission has 
licensing and regulatory jurisdiction over the 
ownership, possession, storage and handling of the 
Nuclear Fuel. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 21, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such re- 
quest, and the issues of fact or law raised by the filing 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mai! upon 
the applicant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any 
time after said date, the application, as filed or as it 
may be amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices or orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20649/July 28, 1978 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72203 


(70-6183) 


NOTICE OF PROPOSAL TO MAKE SHORT-TERM 
BORROWINGS; EXCEPTION FROM COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Arkansas Power & 
Light Company (‘‘Arkansas’’), an electric utility 
subsidiary of Middle South Utilities, Inc., a registered 
holding company, has filed an application-declaration 
with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Sections 6 and 7 of the Act and Rule 50(a)(2) 
promulgated thereunder as applicable to the proposed 
transaction. All interested persons are referred to the 
application-declaration, which is summarized below, 
for a complete statement of the proposed transaction. 


Arkansas is presently authorized (HCAR No. 19734, 
October 29, 1976, and HCAR No. 20003, April 27, 1977) 
to issue and sell, from time to time, through 
September 30, 1978, up to $110,000,000 aggregate 
principal amount outstanding at any one time of 
unsecured short-term promissory notes (including 
commercial paper) to various commercial banks and/or 
a dealer in commercial paper, to meet its interim 
financing requirements. 


Arkansas now proposes to revise the foregoing 
program and to issue and sell, from time to time 
through July 31, 1980, unsecured short-term 
promissory notes{including commercial paper) to 
various commercial banks and/or a dealer in 
commercial paper in an aggregate principal amount 
outstanding at any one time of not more than 
$125,000,000. Subject to the foregoing limitations, the 
nature of each issue of such notes (including 
commercial paper) will be determined in the light of the 
then prevailing market conditions and other factors. 


Heretofore the net proceeds received by Arkansas from 
the sale of such short-term promissory notes have 
been applied solely to the Company’s construction 
program. The Company proposes that in the future it 
may use some of such proceeds for the acquisition of 
property, the construction, extension or improvement 
of its facilities or the discharge or lawful refunding of 
its obligations. 


As of June 30, 1978, Arkansas’ construction program is 
expected to result in expenditures of approximately 
$266,600,000 in 1978, $170,600,000 in 1979, and 
$172,300,000 in 1980. Included in the estimate of 
construction program expenditures for 1978 are 
$216,400,000 for generating facilities, $15,600,000 for 
transmission facilities, $28,000,000 for distribution 
facilities, and $6,600,000 for other facilities. Most of 
the net proceeds to be received by Arkansas from the 
issuance and sale of the notes referred to herein, 
together with other funds available from time to time to 
Arkansas from its operations or derived from the 
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issuance and sale of long-term debt and/or equity 
securities, will be applied to Arkansas’ construction 
program. As such notes mature, they will be renewed 
(but to mature not later than April 30, 1981) or repaid 
out of funds then available to Arkansas from its 
operations or derived from the issuance and sale of 
similar securities or long-term debt and/or equity 
securities. 


The notes proposed to be issued and sold to 
commercial banks will be in the form of unsecured 


Name of Bank 





First National Bank of Eastern Arkansas, 
Forrest City, Arkansas 


Arkansas Bank & Trust Company, 
Hot Springs, Arkansas 


The Commercial National Bank, 
Little Rock, Arkansas 


First National Bank in Little Rock, 
Little Rock, Arkansas 


Union Naticnal Bank, 
Little Rock, Arkansas 


Worthen Bank & Trust Company, N.A., 
Little Rock, Arkansas 

National Bank of Commerce, 
Pine Bluff, Arkansas 


Simmons First National Bank, 
Pine Bluff, Arkansas 


Peoples Bank & Trust Company, 
Russellville, Arkansas 


Security Pacific National Bank, 
Los Angeles, California 


Chemical Bank, New York, New York 
Irving Trust Company, New York, New York 


Manufacturers Hanover Trust Company, 
New York, New York 


Marine Midland Trust Company, 
New York, New York 


effect at the lending bank on the date of issuance or 
renewal or from time to time depending upon the 
requirements of the lending bank, and will, at the 
option of Arkansas, be prepayable, in whole or in part, 
at any time without premium or penalty. While no 
formal commitments for future borrowings have been 
made with any bank, it is expected that the banks to 
whom such notes will be issued and sold and the 
maximum amount to be issued and outstanding at any 
one time to each such bank will be substantially as 
follows: 


Maximum Amount 
to be borrowed 





$ 400,000 


800,000 


1,600,000 


4,000,000 


1,500,000 


4,000,000 


1,700,000 


14,000,000 


300,000 


3,500,000 
2,500,000 
10,000,000 


45,000,000 


2,500,000 


Morgan Guaranty Trust Company of New York, 


New York, New York 


promissory notes payable not more than nine months 
from the date of issuance with right of renewal, will 
bear interest at the prime commercial bank rate in 


510/SEC DOCKET 


8,000,000 
$99,800,000 





Except as indicated above, Arkansas will not effect 
borrowings from banks pursuant to this application- 
declaration until it shall have filed an amendment 





hereto setting forth the name or names of the banks 
from which such other borrowings are to be effected 
and the amounts thereof and such other borrowings 
shall have been authorized by order of the 
Commission. 


Arkansas maintains accounts with the above Arkansas 
banks, and although balances in these accounts may 
be deemed to be compensating balances, these 
accounts are working accounts, and fluctuations in 
their balances do not reflect or depend upon 
fluctuations in the amounts of bank loans outstanding. 
Assuming that a 15% compensating balance is 
maintained and assuming an 8.75% prime rate, the 
effective interest cost would be 10.29%. The above 
non-Arkansas banks may require compensating 
balances of up to 10% of the amount of the 
commitment for loans and in some instances may 
require additional compensating balances not 
exceeding in any event 10% of the average annual 
amount of the loans outstanding from those banks. 
Assuming an 8.75% prime rate and a 20% 


compensating balance, the effective interest cost on 
loans from the non-Arkansas banks would be 10.94%. | 


The proposed commercial paper will be in the form of 
unsecured promissory notes with varying maturities 
not to exceed 270 days, the actual maturities to be 
determined by market conditions, effective cost of 
money to Arkansas and Arkansas’ anticipated cash 
requirements at the time of issuance. In accordance 
with the established custom and practices in the 
market, the proposed commercial paper will not be 
payable prior to maturity. 


Arkansas proposes to issue, reissue and sell 
commercial paper in denominations of not less than 
$100,000 directly to Salomon Brothers (Dealer), a 
dealer in commercial paper, at a discount which will 
not be in excess of the discount rate per annum 
prevailing at the date of issuance for commercial paper 
of comparable quality of that particular maturity sold 
by public utility issuers to commercial paper dealers. 


No commission or fee will be payable by Arkansas in 
connection with the issuance and sale of the 
commercial paper. The Dealer, as principal, will reoffer 
and sell the commercial paper at a discount rate of 
1/10th of 1% per annum less than the prevailing 
discount rate to Arkansas in such a manner as not to 
constitute a public offering. The Dealer in reoffering 
the commercial paper will limit the reoffer and sale to a 
nonpublic customer list of not more than 200 buyers of 
commercial paper. Each such list will be prepared in 
advance of each offering and will include commercial 
banks, insurance companies, corporate pension funds, 
investment trusts, foundations, colleges and university 
funds, municipal and state funds and other financial 
and nonfinancial corporations which normally invest 


funds in commercial paper. Such list will be furnished 
to the Commission and no change will be made therein 
without advising the Commission of such change. 


It is anticipated that the commercial paper will be held 
by the buyers to maturity. However, the Dealer may, if 
desired by a buyer, repurchase the commercial paper 
for resale to others on the list of customers. 


It is stated that the issuance and sale of notes to banks 
is excepted from the competitive bidding requirements 
of Rule 50 by reason of paragraph (a)(2). It is further 
stated that the application of the competitive bidding 
requirements of Rule 50 with respect to the issuance 
and sale of commercial! paper is not necessary or 
appropriate in the public interest or for the protection 
of investors or consumers because the commercial 
paper will have a maturity not in excess of 270 days, 
current rates for commercial paper for such prime 
borrowers as Arkansas are published daily in financial 
publications and it is impracticable to invite bids for 
commercial paper. 


The fees, commissions and expenses to be incurred in 
connection with the proposed transaction are 
estimated at $7,000. It is stated that no state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 21, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by the filing which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicants-declarants at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. 
At any time after said date, the application-declaration, 
as amended or as it may be further amended, may be 
granted and permitted to become effective as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 
any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20650/July 31, 1978 


In the Matter of 


METROPOLITAN EDISON COMPANY 
2800 Pottsville Pike, Muhlenberg Township 
Berks County, Pennsylvania 19605 


(70-6192) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Metropolitan Edison 
Company (‘“Met-Ed’’), an electric utility subsidiary 
company of General Public Utilities Corporation, a 
registered holding company, has filed with this 
Commission an application-declaration pursuant to the 
Public Utility Holding Company Act of 1935 (‘‘Act”), 
designating Sections 6 and 7 of the Act and Rule 50 
promulgated thereunder as applicable to the proposed 
transaction. All interested persons are referred to the 
application-declaration, which is summarized below, 
for a complete statement of the proposed transaction. 


Met-Ed proposes to issue and sell at competitive 
bidding up to $50,000,000 principal amount of first 
mortgage bonds to be dated the date of their issue and 
to mature September 1, 2008 (the “New Bond”). The 
New Bonds will be issued under the Indenture dated 
November 1, 1944, between Met-Ed and Morgan 
Guaranty Trust Company of New York, Trustee, as 
heretofore supplemented and amended and as to be 
further supplemented and amended by a Supplemental 
Indenture to be dated as of September 1, 1978. The 
interest rate (which will be a multiple of 1/8 of 1%) and 
the price (which will be not less than 98% and not more 
than 101% of the principal amount) will be determined 
by competitive bidding. None of the New Bonds may 
be redeemed at the option of Met-Ed prior to 
September 1, 1983, if the funds for such redemption 
are obtained at an interest cost lower than the yield of 
the New Bonds, except in certain circumstances. 
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It is stated that substantially all the net proceeds from 
the sale of the New Bonds will be applied to the 
payment at or before maturity of a like amount of 
Met-Ed’s approximately $80,000,000 or short-term bank 
loans expected to be outstanding at the time of such 
sale, and the balance, if any, will be applied to 
reimburse Met-Ed’s treasury for funds previously 
expended therefrom for construction purposes. The 
estimated cost of Met-Ed’s construction program for 
1978 is $90,000,000 (including allowance for funds 
used during construction), and that for 1979 is 
$70,000,000. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$165,000, including printing expenses of $70,000, 
attorneys’ fees of $43,000 and trustee’s fees of $17,500. 
The Pennsylvania Public Utility Commission has 
jurisdiction over the proposed transaction. No other 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
persons may, not later than August 28, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said 
application-declaration which he desires to controvert; 
or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or by 
mail upon the applicant-declarant at the above-stated 
address and proof of service (by affidavit or, in case of 
an attorney at law, by certificate) should be filed with 
the request. At any time after said date the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20651 /July 31, 1978 


In the Matter of 


OHIO EDISON COMPANY 
47 North Main Street 
Akron, Ohio 44308 


(70-6189) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
PREFERRED STOCK AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that the Ohio Edison 
Company (‘‘Ohio Edison’’), a registered holding 
company, has filed an application-declaration with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 
6(a), 7 and 12(c) of the Act and Rules 42, 50 and 100(a) 
promulgated thereunder as applicable to the following 
proposed transaction. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


Ohio Edison Company proposes to issue and sell, 
subject to the competitive bidding requirements of 
Rule 50 under the Act, up to 450,000 shares of a new 
series of its authorized Preferred Stock, $100 par value. 
The dividend rate (which shall be a multiple of .04%) 
and the purchase price (which shall be not less than 
100% nor more than 102.75% of par, plus accrued 
dividends) will be determined by competitive bidding. 
Such proposals shall also specify separately (and not 
take such amount into account in specifying the 
purchase price of the Preferred Stock) the amount to be 
paid as underwriting compensation if the purchaser or 
purchasers thereof propose to make a public offering. 


The new Preferred Stock will be identical in all respects 
to the presently outstanding shares of Ohio Edison 
Preferred Stock, except as to rate of dividend and 
dividend payment dates, terms of redemption, amount 
payable on voluntary liquidation and sinking fund 
requirements, if any, which will be determined prior to 
issue. No shares of the new Preferred Stock will be 
redeemable prior to September 1, 1983, if the 
redemption is for the purpose or in anticipation of 
refunding such shares directly or indirectly through the 
issuance of debt or stock ranking equally with or prior 
to the new series of Preferred Stock if such debt or 
stock has an effective interest cost or dividend cost 
less than the effective dividend cost to Ohio Edison of 
the new series of Preferred Stock. Ohio Edison 


anticipates that it may become necessary to include in 
the terms of the new Preferred Stock a provision for a 
sinking fund pursuant to which it will be required, 
beginning in 1983, to retire up to 5% of the shares of 
the new Preferred Stock annually. 


The proceeds from the sale of the new Preferred Stock 
are to provide funds to reduce unsecured short-term 
debt (estimated to aggregate $60,000,000 at the time of 
such issue) and to provide funds for its construction 
program which is estimated at $381,635,000 for 1978. 


The fees and expenses to be incurred in connection 
with the proposed transaction will be supplied by 
amendment. The Public Utilities Commission of Ohio 
has jurisdiction over the proposed transaction. No 
other state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICED IS FURTHER GIVEN that any interested 
person may, not later than August 25, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by the 
application-declaration which he desires to controvert; 
or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A 
copy of such request should be served personally or by 
mail upon the applicant-declarant at the above-stated 
address, and proof of service (by affidavit or, in case of 
an attorney at law, by certificate) should be filed with 
the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20652/July 31, 1978 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
GPU SERVICE CORPORATION 
Parsippany, New Jersey 


(70-6151) 


SUPPLEMENTAL ORDER CONCERNING BANK 
BORROWINGS 


General Public Utilities Corporation (“GPU”), a 
registered holding company, and its subsidiary service 
company GPU Service Corporation (“Service Com- 
pany”) have filed with this Commission a post-effective 
amendment to their declaration previously filed in this 
matter pursuant to Sections 6(a), 7 and 12 of the Public 
Utility Holding Company Act of 1935 (“Act”) regarding 
the following proposed transaction. 


By order dated May 19, 1978 (HCAR No. 20550), this 
Commission authorized (1) Service Company to issue 
its unsecured promissory notes maturing on December 
31, 1979, evidencing borrowings of up to $13,000,000 
from two banks, and (b) GPU to guarantee the payment 
of principal and interest on such borrowings. The 
proceeds from such borrowings were to be used to 
finance the construction and partial equipment of a 
125,000 square feet headquarters office building which 
Service Company proposes to erect on a 25 acre site in 
Parsippany, New Jersey. 


In their post-effective amendment declarants now 
request additional authorization for Service Company 
to use the proceeds of such borrowings to reimburse 
Service Company’s treasury for amounts previously 
expended therefrom to finance the construction and 
partial equiping of Service Company’s headquarters 
office building. Such additional authority is requested 
in order to facilitate periodic payment of construction 
invoices from time to time by Service Company. In all 
other respects the transactions heretofore authorized 
remain unchanged. 


There are no additional fees or expenses to be incurred 
in connection with the proposed transaction. No state 
commission and no federal commission has 
jurisdiction over the proposed transaction. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and 
consumers that said declaration, as amended by said 
post-effective amendment, be permitted to become 
effective: 
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IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended by said post-effective amendment, be, and 
it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20653/August 1, 1978 


In the Matter of 


VERMONT YANKEE NUCLEAR POWER CORPO- 
RATION 

77 Grove Street 

Rutland, Vermont 05701 


YANKEE ATOMIC ELECTRIC COMPANY 
20 Turnpike Road 
Westborough, Massachusetts 01581 


(70-6188) 


NOTICE OF PROPOSED AGREEMENT CONCERNING 
URANIUM PRODUCTION 


NOTICE IS HEREBY GIVEN that Vermont Yankee 
Nuclear Power Corporation (“Vermont Yankee”) and 
Yankee Atomic Electric Company (“Yankee Atomic”), 
both indirect electric utility subsidiary companies of 
New England Electric System and Northeast Utilities, 
both of which are registered holding companies, have 
filed with this Commission an application pursuant to 
the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 9(a) and 10 of the Act as 
applicable to the proposed transaction. All interested 
persons are referred to the application, which is 
summarized below, for a complete statement of the 
proposed transaction. 


Vermont Yankee and Yankee Atomic propose to enter 
into a Production Purchase Agreement (“Agreement”) 
with Earth Sciences, Inc. (“ESI”), a corporation not 
affiliated with applicants, concerning the purchase 
from ES! of uranium oxide (“U30g”) produced from 
phosphoric acid by an extraction facility to be 
constructed, owned and operated by ESI. The 
Agreement provides for certain payments, which may 





include prepayment for uranium and requires ESI to 
grant to Vermont Yankee and Yankee Atomic as 
security for such prepayments a security interest in the 
extraction facility, ESI’s contract: rights with the 

_supplies of the phosphoric acid and certain mineral 
properties owned and leased by ESI. The acquisition of 
such security interest by applicants is subject to the 
approval of this Commission under Section 9(a) of the 
Act. 


Applicants are operators of commercial nuclear- 
powered electric generating plants and have a 
continuing long-term requirement for U30g for 
fabricating fuel to be consumed in their plants. 
Vermont Yankee and Yankee Atomic require 
approximately 255,000 and 191,500 pounds of U30g, 
respectively, per year in order to continue efficient 
operation. Vermont Yankee’s requirements are filled 
through 1981, with 237,000 pounds unfilled for 1982. 
Yankee Atomic’s requirements for U30g are currently 
filled through 1979 with 32,000 pounds unfilled for 
1980. Thereafter applicant’s requirements for U30g are 
unfilled. 


The extraction facility has been designed by 
Kilborn/NUS, Inc., based upon technology developed 
at the Oak Ridge National Laboratory and further 
research at the Colorado School of Mines Research 
Institute. Applicants’ consultants have concluded that 
the project is based upon a viable process part of 
which, although commercially unproven, is compar- 
able to similar projects by other major corporations 
and part of which is comparable to a conventional 
uranium ore processing mill. The ES! plant has a 
design capacity of approximately 100,000 pounds of 
U30g per year. 


The Agreement obligates applicants to purchase the 
output of the extraction facility (each applicant being 
committed for fifty percent) for the term of the 
Agreement (twenty years, subject to adjustment under 
specified circumstances). Projection estimates indi- 
cate an annual rate of 83,000 pounds of U30g beginning 
in 1970, which rate increases to 101,000 pounds in 
1984. At such rate, Vermont Yankee and Yankee 
Atomic would have approximately 20% and 25%, 
respectively, of their annual U30g requirements filled 
under the Agreement. 


The construction cost of the extraction facility will be 
financed by ESI with a Canadian bank which may take a 
lien upon the extraction facility and a pledge of the 
Agreement as security. The Agreement gives 
applicants an opportunity to review the definition of 
capital cost estimate based upon final engineering and 
design studies developed by ESI’s consultants and to 
terminate their obligations under the Agreement if the 
capital cost estimate is over $11,000,000 and (1) 
applicants and ESI cannot agree that such estimate can 


be reduced without impairing the operation of the 
extraction facility or (2) applicants are not satisfied 
that ESI can finance the additional costs of 
construction. If applicants terminate the Agreement 
pursuant to this provision, ESI is obligated to repay 
any prepayments made by applicants in accordance 
with the terms of the Agreement. 


The Agreement provides for applicants to pay for U30g 
actually produced at a price computed in accordance 
with a formula which reflects a fixed base price, 
escalated from the date of first production, plus an 
added factor based upon a percentage of the final 
capital cost o* the extraction facility. Applicants 
believe that such price compares favorably with the 
current market price of $40 per pound and expects that 
this favorable comparison will remain during the term 
of the Agreement. The Agreement also provides for 
certain payments to be made by applicants in the event 
actual production is low, which payments are deemed 
to be prepayments for future deliveries of uranium. ESI 
is obligated to make such future deliveries or to repay 
the prepayments in accordance with the terms of the 
Agreement. 


All purchase price payments will be paid into an 
escrow account from which disbursements will be 
made to ESI’s financing bank and to ESI to reimburse it 
for operating expenses and a management fee for 
uranium actually produced, with any balance being 
held for application to prepayment of the bank 
financing or to future payments required of applicants. 
The escrow arrangement will continue until such time 
as the ESI financing has been discharged. 


As security for ESI’s obligations in connection with the 
potential prepayments, applicants are to receive 
security interests in the extraction facility and in ESI’s 
contract rights with Western Co-Operative Fertilizers, 
Ltd. (both of which may be subordinated to the 
financing bank) and in certain phosphorus mineral 
properties owned or leased by ESI and located in 
Idaho. The Agreement provides that upon ESI’s default 
applicants shall sell such collateral, applying the 
proceeds toward the satisfaction of the outstanding 
amount of ESI’s obligation, with any excess being paid 
to ESI and any deficiency being payable by ESI to 
applicants in 10 annual installments with interest. 


Applicants plan to meet their obligations under the 
Agreement through internally generated funds. As 
U30g is produced by ES! and purchased, processed 
and consumed by the applicants, the amounts paid by 
applicants to ESI under the Agreement will be billed to 
the applicants’ sponsors under the respective power 
contracts. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
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$12,000, exclusive of legal fees. It is stated that no 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 25, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the applicants at the above-stated addressed, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. 
At any time after said date, the application, as filed or 
as it may be amended, may be granted as provided in 
Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20654/August 2, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5953/August 2, 1978 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20655/August 2, 1978 


UNIFORM SYSTEM OF ACCOUNTS FOR MUTUAL 
AND SUBSIDIARY SERVICE COMPANIES 


Extension of Comment Period 


AGENCY: Securities and Exchange Commission. 
ACTION: Extension of comment period. 


SUMMARY: The Commission is extending the period 
of comment on its proposed amendments to the 
Uniform System of Accounts for Mutual and Subsidiary 
Service Companies to October 2, 1978. 


DATES: Comments must be received on or before 
October 2, 1978. Proposed effective date: Not Later 
than January 1, 1979. 


ADDRESS: Comments should refer to File S7-741 and 
should be submitted in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. All comments will be available for public 
inspection. 


FOR FURTHER INFORMATION CONTACT: Leon C. 
Rubin (202) 523-5677 or Robert P. Wason (202) 
523-5685, Division of Corporate Regulation, 500 North 
Capitol Street, Washington, D.C. 20549. 


SUPPLEMENTARY INFORMATION: In the FEDERAL 
REGISTER of May 25, 1978 [43 FR 22379], the 
Commission published for comment proposed 
amendments to the Uniform System of Accounts for 
Mutual and Subsidiary Service Companies (“Uniform 
System of Accounts”) pursuant to Sections 13, 15 and 
20(a) of the Public Utility Holding Company Act of 
1935. The proposal would also amend Rule 93 to 
require service companies to keep their accounts and 
records in accordance with the proposed amendments 
to the Uniform System of Accounts. Adoption of this 
proposal would require the service companies to (1) 
design subaccounts and keep memorandum and time 
records to facilitate the preparation of reports and 
statements required by regulatory commissions and 
facilitate the conduct of audit and account inspection 
programs, (2) establish a work order system to 
accumulate reimbursable costs and charges to 
customers, and (3) account for compensation to be 
paid for use of capital. 


The time for submitting comments on this matter 
expired August 1, 1978. However, the Commission has 





received a request for additional time within which to 
submit such comments. Accordingly, the comment 
period has been extended to October 2, 1978. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20656/August 2, 1978 


In the Matter of 


CENTRAL POWER & LIGHT COMPANY 
P.O. Box 2121 
Corpus Christi, Texas 78403 


(70-6194) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


NOTICE IS HEREBY GIVEN that Central Power & Light 
Company (“CP&L”), an electric utility subsidiary 
company of Central and South West Corporation, a 
registered holding company, has filed with this 
Commission a declaration pursuant to the Public 
Utility Holding Company Act of 1935 (“Act’’), 
designating Sections 6(a) and 7 of the Act and Rule 50 
promulgated thereunder as applicable to the proposed 
transaction. All interested persons are referred to the 
declaration, which is summarized below, for a 
complete statement of the proposed transaction. 


CP&L, proposes to issue and sell at competitive 
bidding up to $75,000,000 principal amount of its First 
Mortgage Bonds, Series P, to be dated September 1, 
1978 and to mature September 1, 2008 (“Bonds”). The 
interest rate and redemption prices of the Bonds, and 
the price to be paid to CP&L (which will not be less 
than 99% nor more than 102.75%), will be determined 
through competitive bidding. The Bonds will enjoy 
refunding protection until September 1, 1983, and will 
be subject to a 1% sinking fund beginning in 1979. 


The bonds will be issued under and secured by CP&L’s 
Indenture, dated November 1, 1943, between it and the 
First National Bank of Chicago and R.R. Manchester, 


Trustees, as previously amended and supplemented, 
and as to be further amended by a Supplemental 
Indenture to be dated September 1, 1978. The 
Supplemental Indenture will set forth the terms, 
provisions and characteristics of the Bonds and will 
extend various covenants and conditions in the 
Indenture and confirm the lien of the Indenture on 
certain “after-acquired property” constructed or 
otherwise acquired by CP&L since the date of the last 
previous supplemental indenture. 


The net proceeds from the sale of the Bonds will be 
applied to future vonstruction and fuel exploration and 
development expenditures and to repay short-term 
borrowings, which are expected to be approximately 
$49,000,000 as of the date of sale of the Bonds. It is 
stated that (1) no proceeds from the Bonds nor from 
any borrowings retired by their issuance will be or have 
been utilized to pay the cost of facilities which would 
not be needed to provide service to its customers if it 
were not part of the Central and South West system, 
and (2) no expenditures will be made by CP&L for the 
construction or acquisition of any facility not so 
needed prior to the time all funds covered by this 
declaration have been expended (assuming that none 
of the facilities, construction or acquisition of which 
would be part of any proposal! forming the subject of 
the proceedings in Central and South West 
Corporation, et al. (Administrative Proceeding File No. 
3-4591), would be needed to provide service to 
customers of CP&L if it were not part of the Central and 
South West system). 


CP&L’s estimated construction and fuel exploration 
and development expenditures for the years 1978 
through 1980 are estimated at $237,382,000, 
$231 ,892,000 and $174,274,000, respectively. Approxi- 
mately $92,694,000 of the 1978 estimated total had 
been expended as of June 30, 1978. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$151,500, including printing expenses of $60,000, 
trustee fees of $20,000 and legal fees of $21,000. No 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 28, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said declaration 
which he desires to controvert; or he may request that 
he be notified if the Commission should order a 
hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
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the declarant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney-at-law, by 
certificate) should be filed with the request. At any 
time after said date the declaration, as filed or as it may 
be amended, may be permitted to become effective as 
provided in Rule 23 of the General Rules and Regu- 
lations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as 
it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20657/August 2, 1978 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


(70-6139) 


NOTICE OF PROPOSED ACQUISITION OF A COAL 
LEASE 


NOTICE IS HEREBY GIVEN that Indiana & Michigan 
Electric Company (‘“l&M”), an electric utility subsidiary 
of American Electric Power Company, Inc. (“AEP”), a 
registered holding company, has filed an application 
and an amendment thereto with this Commission pur- 
suant to the Public Utility Holding Company Act of 
1935 (“Act”), designating Sections 9 and 10 of the Act 
as applicable to the proposed transaction. All 
interested persons are referred to the application, 
which is summarized below, for a complete statement 
of the proposed transaction. 


1&M proposes to purchase from Pacific Power & Light 
Company (“Pacific”), an unaffiliated company, a lease- 
hold interest in the coal underlying Section 16, Town- 
ship 44 North, Range 70 West in Campbell County, 
Wyoming (“Section 16”). Title to such leasehold 
interest would be acquired by Franklin Real Estate 
Company (“Franklin”), a subsidiary of AEP, on behalf 


518/SEC DOCKET 


of 1&M, as beneficial owner, by assignment from 
Pacific of a coal lease granted to it by the State of 
Wyoming. Franklin presently holds a lease for grazing 
rights over the surface of Section 16. 


Section 16 contains one square mile of 640 acres of 
land, is owned in fee by the State of Wyoming, and is 
located in the Eastern Power River Basin. The lease to 
Pacific was renewed in February 1975, for a period of 
ten years. It is stated that the lease can be renewed 
again at its next termination in 1985. The terms of the 
assignment include an initial payment at closing of 
$950,000, and production royalties of 16.2 cents per 
ton for the first 25 million tons of coal mined and of 10 
cents per ton for each ton mined thereafter. A portion 
of the production royalties are to be prepaid in three 
equal advance royalty payments of $1,350,000 each at 
closing, and six months and twelve months after 
closing. The assignment is subject to the consent of 
the Wyoming Board of Land Commissioners. 


It is stated that studies conducted by an independent 
consultant for AEP indicate there are at least some 39 
million tons of recoverable coal in Section 16, all of 
which can be mined by relatively inexpensive surface 
mining methods. It is expected, based upon 
information available concerning coal found and 
presently being mined in the Eastern Powder River 
Basin, that coal mined from Section 16 would average 
8200-8500 BTU per pound and have a sulfur content of 
approximately 0.5%. Coal of these characteristics will 
meet current sulfur dioxide emission standards and 
could be used for blending with higher sulfur eastern 
coals. These studies indicate that Section 16 can be 
mined in isolation and at an optimum. production level 
of approximately 2.5 million tons annually and would 
yield an FOB railway cost comparable to existing 
surface operations in the Eastern Powder River Basin. 
This coal would be delivered to AEP System plants at a 
cost per million BTU which compares favorably with 
alternative eastern sources of low sulfur coal. The 
studies aiso indicate that in the event that additional 
federal leases underlying 33,000 acres of adjoining 
Franklin owned reserves can successfully be obtained, 
significant economies could be realized through the 
use of common facilities and joint operation of the 
mining activities. 


It is proposed that |1&M purchase and own, through 
Franklin, interests in the coal lease covering Section 16 
since it is believed that coal mined from the lease and 
the adjoining reserves would most likely ulimately be 
used in its generating plants. 


It is stated that no state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transaction, except that the 
Board of Land Commissioners of the State of Wyoming 
must give its written consent to the assignment of the 





coal lease from Pacific to Franklin. Fees, commissions 
and expenses to be incurred in connection with the 
proposed transaction are estimated not to exceed 
$5,000. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 28, 1978, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, and reasons for such 
request, and the issues of fact or law raised by said 
application which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the applicant at the above-stated address and proof of 
service (by affidavit or, in case of an attorney-at-law, by 
certificate) should be filed with the request. At any 
time after said date, the application as amended or as it 
may be further amended, may be granted as provided 
and in the manner prescribed by Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20658/August 2, 1978 


In the Matter of 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 


WEST TEXAS UTILITIES COMPANY 
Abilene, Texas 


(70-6086) 


ORDER AUTHORIZING PROPOSED ORGANIZATION 
OF FUEL SUBSIDIARY COMPANY 


Central Power and Light Company (“CP&L”), South- 
western Electric Power Company (“SWEPCO”), Public 
Service Company of Oklahoma (“PSO”) and West 
Texas Utilities Company (“WTU”), electric utility 
subsidiaries of Central and South West Corporation 
(“CSW”), a registered holding company, have filed an 
application-declaration and amendments thereto with 
this Commission pursuant to Sections 6(a), 7, 9(a), 10, 
12 and 13 of the Public Utility Holding Company Act of 
1935 (“Act”) and Rules 43, 45 and 80 through 95, pro- 
mulgated thereunder regarding the following proposed 
transaction. 


CP&L, SWEPCO, PSO and WTU (collectively, “the 
operating companies”) propose to organize a new 
corporation, Central and South West Fuels, Inc., 
(“CSWF”) with CP&L, SWEPCO, and PSO each owning 
30% of CSWF’s common stock and WTU owning the 
remaining 10%. CSWF will be incorporated in Texas 
with an authorized capital of 10,000 shares of common 
stock, par value $1.00 per share. The proposed percen- 
tage ownership approximates the 1972-77 peak load 
averages for the operating companies and the 
operating companies anticipated future fuel needs. 


The operating companies expect that, in the future, 
CSWF will assume and carry on substantially all non- 
petroleum fuel exploration and development, procure- 
ment and transportation activities on behalf of the 
operating companies. Initially, CSWF will assume 
responsibility for such activities only as agent for the 
operating companies with ownership of all such 
ventures remaining in the operating companies. It is 
contemplated that when the CSW interconnection pro- 
ceedings (Admin. Proc. File No. 3-4951) have been 
concluded satisfactorily for the CSW System, authority 
would be sought by further application to transfer 
ownership of certain ventures to CSWF. Gas and oil 
procurement responsibilities will not be transferred to 
CSWF although CSWF personnel may advise and 
assist the operating companies in their petroleum 
procurement activities. 


CSWF will serve to centralize and coordinate fuel 
planning and policy for the operating companies, 
preparing estimates of fuel needs and availability, and 
ensuring that adequate steps are taken to assure fuel 
supplies for each of the operating companies. The 
operating companies believe that CSWF will facilitate 
the pooling of the existing fuel expertise within the 
CSW System at a time when the CSW System must 
intensify its fuel exploration activity. It is contemplated 
that geologists, engineers and other fuel exploration 
and development personnel now employed by the 
operating companies, mainly PSO, will be transferred 
to CSWF, and that additional officers and staff would 
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be added from time to time as appropriate. No fuel 
staff would remain with the operating companies, 
except in the oil and gas area. CSWF’s Board of 
Directors will consist of the Chairman, President and 
chief financial officer of CSW and the chief executives 
of the operating companies. CSWF’s secretary and 
treasurer will be the same as CSW’s. It is planned that 
CSWF have an initail staff of about 35 people. CSWF 
will be responsible on a continuing basis for surveying 
the fuel needs and resources of the operating 
companies. CSWF and the operating companies will 
adopt plans and budgets for exploration and develop- 
ment programs, including the types of fuel required 
and extent of activity desirable. Particular project pro- 
posals will then be formulated and submitted to the 
boards of directors of CSWF and the operating 
companies. The financing of projects would be subject 
to further authorization by the Commission. 


CSWF will allow for centralization of planning and 
reporting for all fuel exploration and development 
expenditures by the operating companies. The 
operating companies believe that this will result in 
substantial economies and an increased reliability and 
uniformity of these functions. The operating 
companies believe that it may be possible to acquire 
their fuel requirements at a somewhat lower price 
through centralized exploration activities, especially 
for uranium, than they would otherwise have to pay to 
acquire fuel in the open market. 


The operating companies will transfer cash to CSWF in 
exchange for the authorized CSWF common stock in 
an aggregate amount of $10,000 and additional 
operating advances in the amount of $300,000. CSWF 
will acquire office furniture and supplies and 
exploration equipment from PSO at PSO’s cost, less 
depreciation, on the date of transfer. At March 31, 1978 
such cost approximated $150,000. Any operating 
company will at all times be entitled to receive upon 
request a promissory note evidencing its advances to 
CSWF. Any such note would be a demand note and be 
dated as of the date of receipt of cash or property by 
CSWF. The notes will be payable without penalty at the 
option of CSWF at any time. 


The operating companies will reimburse CSWF 
monthly, based upon their percentage ownership 
shares, for all of CSWF’s expenses related to jointly- 
owned fuel ventures. In addition each operating 
company shall be billed monthly for consulting 
services rendered on its own fuel ventures or matters. 
All charges to the operating companies shall be in 
accordance with the Commission’s Rule 91. CSWF will 
prepare a monthly statement to cover expenditures 
made by CSWF on behalf of the owner of those 
particular properties. When a project is determined to 
be economically viable to place into operation, external 
financing for that project may be sought, in which case 


520/SEC DOCKET 


an additional application to and authorization by the 
Commission, will be sought. Funds for administrative 
and general expenditures will come from the operating 
companies as requested by CSWF. Such costs which 
cannot be identified with a specific project will be 
expensed. CSWF estimates its administrative and 
general expenditures during the years 1978, 1979 and 
1980 at $472,000, $506,000 and $489,000 respectively. 


CSWF will utilize a project work order system to 
accumulate charges for each project owned or 
managed by CSWF. This type of system facilitates the 
accounting for each project and also readily allows 
analysis of each component of a project by manage- 
ment. If in the future fuel ventures are transferred to 
CSWF, then all billing for fuel produced from such 
ventures will include depreciation, cost of capital, 
taxes, and other relevant costs and will be identified to 
a specific mine or project. 


The operating companies propose that the return, if 
any, on investments by them in CSWF be calculated by 
applying to each investment in CSWF made by an 
operating company, whether debt or equity, a 
composite rate of return calculated by applying to the 
consolidated capital structure (excluding short-term 
debt) of the four operating companies, (excluding CSW 
and third-tier subsidiaries), as of the last day of the 
calendar quarter next preceding the date of such 
investment, an interest rate on long-term debt 
(excluding tax-exempt borrowings) equal to the effec- 
tive interest cost of any operating company’s last debt 
issue preceding the investment, a preferred dividend 
rate equal to the effective dividend rate of any 
operating company’s last preferred stock issue 
preceding the investment and a return on common 
equity not to exceed the rate of return on common 
equity allowed by the Federal Energy Regulatory 
Commission or its successor (except as subject to 
refund) in that Commission’s then most recent 
decision with respect to any of the operating 
companies in a wholesale rate case of general 
applicability, the rate so applied to be modified pro- 
spectively from time to time upon the allowance of any 
different such rate of return. 


In the event that, at the time an investment were made, 
the operating companies had not issued long-term 
debt or preferred stock, which ever is applicable, within 
the preceding 12 months, then upon the subsequent 
issuance of such debt or preferred stock, as the case 
may be, the interest or dividend cost thereof would be 
substituted, from and after the date of such issuance, 
for the interest or dividend cost previously applied. 


Upon the retirement of an issue of long-term debt or 
preferred stock, the cost of which was used as a 
component in calculating the rate of return on. an 
investment, the cost of the long-term debt or preferred 





stock, whichever is applicable, issued next preceding 
the date of such retirement, will be substituted there- 
fore on a prospective basis. If however the operating 
companies had not issued long-term debt or preferred 
stock, whichever is applicable, within the preceding 12 
months, then the procedure outlined above for such 
eventualities would be utilized. 


If CSWF receives financing from a non-affiliate, such 
financing will be included in CSWF’s imputed capital 
structure at actual cost. To the extent that such 
allocation, by increasing CSWF’s imputed long-term 
debt, causes CSWF’s capital structure to vary from that 
otherwise applicable, subsequent investments by the 
operating companies will be allocated in such a 
manner as to eliminate such variation, by treating them 
first as common equity and then as preferred stock 
equity until such components equal in percentage the 
respective percentages previously applicable. 


In the event CSWF repays outstanding advances or 
investments of the operating companies, it will be 
assumed that the last investment or advance made by 
the operating company was repaid. The return on 
investment by the operating companies and the cost of, 
money from other sources shall be capitalized and 
included in determining cost to the operating 
companies, subject to any further orders of this 
Commission entered after review of CSWF’s practices 
in the matter. The payments for program expenses 
made by the operating companies to CSWF will be 
treated as payments towards exploration and develop- 
ment expenses authorized in the separate subsidiary 
filings and will be reported by them in their quarterly 
reports respecting such filings. CSWF. will file 
quarterly reports with the Commission under Rule 24 
on the amounts spent and activities undertaken in pur- 
suit of the exploration and development program of the 
operating companies. CSWF also proposes to file 
reports annually on the appropriate form. 


No state commission and no federal commission other 
than this Commission has jurisdiction with respect to 
the proposed transaction. The fees and expenses to be 
incurred in connection with the proposed transaction 
are estimated at $19,500 including $14,000 in legal 
fees. Due notice of filing of said application- 
declaration has been given in the manner prescribed in 
Rule 23 promulgated under the Act (HCAR No. 20596) 
and no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective. 


IT iS ORDERED pursuant to the applicable provisions 
of the Act and the rujes thereunder, that said 
application-declaration, as amended, be, and it hereby 
is, granted and permitted to become effective forthwith 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act and subject further to the 
requirement that CSWF shall file reports at the end of 
each calendar quarter providing as to its activities 
during each quarter: (a) corporate balance sheets and 
income statements for CSWF, including computation 
of the cost of capital for the quarter; (b) total adminis- 
trative and general expenditures during the quarter: 
and (c) a description of the services by project work 
orders rendered by CSWF to the operating companies. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20659/August 3, 1978 


In the Matter of 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


(70-6131) 


ORDER AUTHORIZING TRANSACTIONS RELATED TO 
FINANCING OF POLLUTION CONTROL FACILITIES; 
RESERVATION OF JURISDICTION 


Arkansas Power & Light Company (“Arkansas”), an 
electric utility subsidiary of Middle South Utilities, 
Inc., a registered holding company, has filed an appli- 
cation and an amendment thereto with this 
Commission pursuant to Sections 9(a) and 10 of the 
Public Utility Holding Company Act of 1935 (“Act”) as 
applicable to the proposed transactions. 


Arkansas, as part of its continuing program for 
construction of electric generating facilities, is in the 
process of constructing two 700 MW net coal-fired 
generating units known as White Bluff Units No. 1 and 
2 (“White Bluff Plant”) to be located near Redfield, in 
Jefferson County, Arkansas, and a second unit (912 
MW) at its nuclear generating station, known as 
Arkansas Nuclear One (“ANO”), located near Russell- 
ville, in Pope County, Arkansas. In addition, in order to 
comply with prescribed federal, state, or local 
standards with respect to air or water quality or dis- 
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posal of sewage or solid waste, it has been and will be 
necessary to construct certain facilities for pollution 
control purposes at the White Bluff Plant and ANO. 
(Arkansas has sold a 35% undivided interest in White 
Bluff Plant to Arkansas Electric Cooperative 
Corporation and a 5% undivided interest in the White 
Bluff Plant to the City of Jonesboro, Arkansas (File No. 
70-6009)). The present filing relates (1) to additional 
costs of construction of certain of the pollution control 
facilities at the White Bluff Plant and ANO which were 
disposed of, and are being reacquired, by Arkansas 
pursuant to authorization from the Commission (File 
No. 70-6037 as to facilities relating to the White Bluff 
Plant and File No. 70-5642 as to facilities relating to 
ANO) and (2) to the disposition and acquisition by the 
company of certain additional facilities at ANO 
(“Additional Pope Facilities”) not previously sold by it 
te Pope County. 


|. White Bluff Plant 


Arkansas proposes to enter into a First Supplemental 
Installment Sale Agreement (Pollution) (“Jefferson 
Supplemental Agreement”) with Jefferson County, 
Arkansas, amending and supplementing the Install- 
ment Sale Agreement (Pollution), dated as of October 
1, 1977 (‘Jefferson Original Sale Agreement’’), 
pursuant to which, among other things, (i) Jefferson 
County agreed to sell to Arkansas, subject to the 
retention of a lien and security interest, and Arkansas 
agreed to purchase from Jefferson County, certain 
pollution control facilities at the White Bluff Plant 
(“Jefferson Facilities”), for a purchase price, together 
with interest thereon, payable in semi-annual install- 
ments over a term of years and (ii) Jefferson County 
agreed to issue its Pollution Control Revenue Bonds, 
Series 1977 (Arkansas Power & Light Company Project) 
(“Series 1977 Bonds”), the net proceeds of which are 
being used to defray a portion of the Cost of 
Construction (“Jefferson Cost of Construction”) of the 
Jefferson Facilities. Jefferson County, under a Trust 
Indenture (Pollution) (“Jefferson Original Indenture”) 
between Jefferson County and Simmons First National 
Bank of Pine Bluff, as Trustee (“Jefferson Trustee”), 
dated as of October 1, 1977, issued the Series 1977 
Bonds in the aggregate principal amount of 
$46,000,000, then estimated to be sufficient to cover 
the Jefferson Cost of Construction. 


It has_been determined, however, that the proceeds of 
the Series 1977 Bonds will not be sufficient to cover the 
total Jefferson Cost of Construction. Consequently, to 
cover such additional Jefferson Cost of Construction, 
Jefferson County proposes to issue up to an additional 
$9,200,000 principal amount of its Pollution Control 
Revenue Bonds, Series 1978 (Arkansas Power & Light 
Company Project) (“Jefferson Series 1978 Bonds”) 
pursuant to a First Supplemental Trust Indenture 
(Pollution) to the Jefferson Original Indenture 
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(“Jefferson Supplemental Indenture’’). Arkansas 
proposes to enter into the Jefferson Supplemental 
Agreement to provide for additional payments of 
purchase price, together with interest thereon, for the 
Jefferson Facilities sufficient (together with other 
moneys held by the Jefferson Trustee under the 
Jefferson Original Indenture, as to be amended, and 
available therefor) to pay the principal of, and interest 
and premium, if any, on the Jefferson Series 1978 
Bonds, as the same become due and payable. 


Arkansas will have options to prepay all, or any portion 
of, the additional purchase price, together with interest 
thereon, of the Jefferson Facilities, and, in the case of 
certain events relating to the taxability of the interest 
on the Jefferson Series 1978 Bonds, the company will 
be obligated to prepay all of such additional purchase 
price, together with interest thereon, on the terms and 
as provided in the Original Jefferson Sale Agreement, 
as to be amended. The Jefferson Series 1978 Bonds 
will be issued as either serial bonds (“Jefferson Serial 
Bonds”) or term bonds (“Jefferson Term Bonds”), or a 
combination thereof. The Jefferson Term bonds will 
mature not later than 30 years from the first day of 
the month in which they are initially issued and will be 
subject to a mandatory cash sinking fund. The 
Jefferson Serial Bonds, if any, will mature at various 
times prior to the maturity of the Jefferson Term 
Bonds. The effect of the mandatory cash sinking fund 
of the Jefferson Term Bonds together with the serial 
maturities of the Jefferson Serial Bonds, if any, will be 
calculated to retire no less than 25% of the aggregate 
principal amount of the Jefferson Series 1978 Bonds 
prior to ultimate maturity. 


ll. ANO 


(A) Additional Purchase Price Payments Under 
Existing Installment Sale Agreement 


Arkansas proposes to enter into a First Supplemental 
Installment Sale Agreement (Pollution) (“Pope Supple- 
mental Agreement”) with Pope County, Arkansas, 
amending the Installment Sale Agreement, dated as of 
September 1, 1976 (“Pope Original Sale Agreement”) 
pursuant to which, among other things, (i) Pope 
County agreed to sell to Arkansas, subject to the 
retention of a lien and security interest, and Arkansas 
agreed to purchase from Pope County, certain 
pollution control facilities at ANO (“Pope Facilities”) 
for a purchase price, together with interest thereon, 
payable in semi-annual installments over a term of 
years and (ii) Pope County agreed to issue its Pollution 
Control Revenue Bonds, Series 1976 (Arkansas Power 
& Light Company Project) (“Series 1976 Bonds”), the 
net proceeds of which are being used to defray a 
portion of the Cost of Construction as defined in the 





Pope Original Sale Agreement (‘Pope Cost of 
Construction”) of the Pope Facilities. Pope County, 
under a Trust Indenture (“Pope Original Indenture”) 
between Pope County and The First National Bank in 
Little Rock, as Trustee (“Pope Trustee”), dated as of 
September 1, 1976, issued the Series 1976 Bonds in the 
aggregate principal amount of $16,600,000, then esti- 
mated to be sufficient to cover the Pope Cost of 
Construction. 


It has been determined, however, that the proceeds of 
the Series 1976 Bonds will not be sufficient to cover the 
total Pope Cost of Construction. Consequently, Pope 
County proposes to issue, to cover such additional 
Pope Cost of Construction, up to an additional 
$1,900,000 principal amount of its Pollution Control 
Revenue Bonds, Series 1978 (Arkansas Power & Light 
Company Project) (‘‘Pope Series 1978 Bonds’’) 
pursuant to a First Supplemental Trust Indenture to the 
Pope Original Indenture (‘Pope Supplemental 
Indenture”), and Arkansas proposes to enter into the 
Pope Supplemental Agreement to provide for 
additional payments of the purchase price, together 
with interst thereon, for the Pope Facilities sufficient 
(togehter with other moneys held by the Pope Trustee 
under the Pope Original Indenture, as to be amended, 
and available therefor) to pay the principal of, and 
interest and premium, if any, on, the Pope Series 1978 
Bonds, as the same become due and payable. 


Arkansas will have options to prepay all, or any portion 
of, the additional purchase price, together with interest 
thereon, of the Jefferson Facilities, and, in the case of 
certain events relating to the taxability of the interest 
on the Pope Series 1978 Bonds, the company will be 
obligated to prepay all of such additional purchase 
price, together with interest thereon, on the terms and 
as provided in the Pope Original Sale Agreement, as to 
be amended. The Pope Series 1978 Bonds will be 
issued as either serial bonds (“Pope Serial Bonds”) or 
term bonds (“Pope Term Bonds”), or a combination 
thereof. The Pope Term Bonds will mature not later 
than 30 years from the first day of the month in which 
they are initially issued and will be subject to a 
mandatory cash sinking fund. Pope Serial Bonds, if 
any, will mature at various times prior to the maturity 
of the Pope Term Bonds. The effect of the mandatory 
cash sinking fund of the Pope Term Bonds together 
with the serial maturities of the Pope Serial Bonds, if 
any, will be calculated to retire no less than 25% of the 
aggregate principal amount of the Pope Series 1978 
Bonds prior to ultimate maturity. 


(B) Purchase Price Payments Under New Installment 
Sale Agreement 


Arkansas is also proposing to dispose of, and to 
acquire, the Additional Pope Facilities being installed 
at ANO for pollution control purposes under the laws 


of the State of Arkansas. The company accordingly 
proposes to enter into a new Installment Sale Agree- 
ment (“Agreement”) with Pope County which will 
provide for the acquisition, construction, and instal- 
lation of the Additional Pope Facilities by the company 
on behalf of Pope County and the issuance by Pope 
County under a new Trust Indenture. (“Indenture”) 
between Pope County and a trustee, The First National 
Bank in Little Rock (“Trustee”) of $1,000,000 aggregate 
principal amount of its Pollution Control Revenue 
Bonds, Special Industrial Series (Arkansas Power & 
Light Company Project) (“New Pope Bonds”), the net 
proceeds of which will be used to defray the Cost of 
Construction, as defined in the Agreement, of the 
Additional Pope Facilities. 


The Agreement will provide for the sale of the 
Additional Pope Facilities by Pope County to 
Arkansas, subject to a lien and security interest 
retained by Pope County, and the payment by the 
company of the purchase price of the Additional Pope 
Facilities, together with interest thereon, in 
semi-annual installments over a term of years. In the 
Agreement, Arkansas will assent to the assignment 
and pledge to the Trustee of the rights of Pope County 
in the Additional Pope Facilities and of Pope County’s 
interest in, and of the moneys receivable by it under, 
the Agreement, except for certain rights to indemnifi- 
cation and reimbursement of expenses. The Agreement 
will further provide that the purchase price of the 
Additional Pope Facilities payable by Arkansas will be 
such amount as shall be sufficient (together with other 
moneys held by the Trustee under the Indenture and 
available therefor) to pay the principal of the New Pope 
Bonds as the same becomes due and payable. The 
company under the Agreement will also agree to pay 
interest on the unpaid balance of the purchase price of 
the Additional Pope Facilities equal to the premium, if 
any, and interest on the New Pope Bonds. 


The Agreement will also provide that Arkansas may at 
any time prepay all, or any portion of, the unpaid 
balance of the purchase price of the Additional Pope 
Facilities, together with interest thereon, in whole or in 
part, such payment to be sufficient (together with other 
moneys held by the Trustee and available therefor) to 
redeem on or after the first day of the month in which 
the New Pope Bonds are issued in the year 1988, a 
specified principal amount of New Pope Bonds in the 
manner and to the extent provided in the Indenture, 
including any applicable premium, which will be 3% of 
the principal amount in the 11th year and which will 
reduce by 12 of 1% annually thereafter. Further, upon 
occurrence of certain events relating to the operation of 
ANO or the Additional Pope Facilities, Arkansas may 
at any time prepay the entire unpaid balance of the 
purchase price of the Additional Pope Facilities, 
together with interest thereon. In the case of certain 
events relating to the taxability of the interest on the 
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New Pope Bonds, the company shall be obligated to 
prepay the entire unpaid balance of the purchase price 
of the Additional Pope Facilities, together with accrued 
interest. The payments by the company in such 
circumstances shall be sufficient (together with other 
moneys held by the Trustee and available therefor) to 
pay the principal of the New Pope Bonds, together with 
interest accrued or to accrue to the redemption date. 


It is proposed that the New Pope Bonds will be issued 
as either serial bonds (“New Serial Bonds”) or term 
bonds (“New Term Bonds”), or a combination thereof. 
The New Term Bonds will mature not later than 30 
years from the first day of the month in which they are 
initially issued and will be subject to a mandatory cash 
sinking fund. New Serial Bonds, if any, will mature at 
various times prior to the maturity of the New Term 
Bonds. The effect of the mandatory cash sinking fund 
of the New Term Bonds together with the serial 
maturities of the New Serial Bonds, if any, is calcu- 
lated to retire no less than 25% of the aggregate princi- 
pal amount of the New Pope Bonds prior to ultimate 
maturity. 


In order to provide security for the performance of 
Arkansas’s obligations under the Agreement, the 
company will grant to Pope County a lien on and 
security interest in the company’s interest in the 
Additional Pope Facilities. Pope County will assign 
and pledge such lien and security interest to the 
Trustee pursuant to the Indenture. Arkansas will 
convey to Pope County such portions of the Additional 
Pope Facilities as are now owned by the Company 
(“Existing Facilities”) subject to the lien of the 
Company’s Mortgage and Deed of Trust, dated as of 
October 1, 1944, made by the Company to Morgan 
Guaranty Trust Company of New York. 


It is contemplated that the Jefferson Series 1978 
Bonds, and the Pope Series 1978 Bonds and the New 
Pope Bonds (collectively, “Pope Bonds”), will be sold 
by the respective Counties pursuant to arrangements 
with a group of underwriters represented by Salomon 
Brothers, Goldham, Sachs & Co., and Stephens Inc. In 
accordance with the laws of the State of Arkansas, the 
interest rate to be borne by the Jefferson Series 1978 
Bonds and the Pope Bonds wili be fixed by the 
respective Counties. The company will not be a party to 
the underwriting arrangements; however, the Jefferson 
Original Sale Agreement, the Pope Original Sale 
Agreement, and the Agreement provide that the terms 
of the Jefferson Series 1978 Bonds and the Pope Bonds 
and their sale by the respective Counties, shall be 
satisfactory to the company. The company under- 
stands that interest payable on the Jefferson Series 
1978 Bonds and the Pope Bonds will be exempt from 
Federal income taxes under the provisions of Section 
103 of the Internal Revenue Code of 1954, as amended. 
Arkansas has been advised that the annual interest 
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rates on obligations, interest on which is so tax 
exempt, historically have been and can be expected at.” 
the time of issuance of the Jefferson Series 1978. 
Bonds and the Pope Bonds to be 1% to 2% lower than 
the rates of obligations of like tenor and comparable 
quality, interest on which is fully subject to federal 
income tax. 


The fees, commissions and expenses to be incurred in 
connection with the proposed transaction are 
estimated at $95,000, including legal fees of $50,000 
and accounting fees of $12,000. The Arkansas Public 
Service Commission and the Tennessee Public Service 
Commission have authorized the proposed trans- 
actions. It is stated that no other state commission and 
no federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20444), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted 
effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 
as amended, be, and it hereby is, granted effective 
forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the installment pay- 
ment obligations to be undertaken by Arkansas 
pursuant to its agreements with the Counties insofar 
as such payments are affected by the effective interest 
rate of the bonds to be sold by the Counties in 
connection with the proposed transactions. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10344/July 28, 1978 


In the Matter of 

STATE MUTUAL LIFE ASSURANCE COMPANY OF 
AMERICA 

440 Lincoln Street 

Worcester, Massachusetts 01605 

(812-4325) 


NOTICE OF FILING OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 17(d) OF THE ACT AND 


RULE 17d-1 THEREUNDER PERMITTING ACQUI- 
SITION OF CERTAIN NOTES 


NOTICE IS HEREBY GIVEN that State Mutual Life 
Assurance Company of America (“Insurance Com- 
pany”), a mutual life insurance company organized 
under the laws of Massachusetts, filed an application 
on June 9, 1978, and an amendment thereto on July 25, 
1978, for an order pursuant to Section 17(d) of the 
Investment Company Act of 1940 (“Act”) and Rule 
17d-1 thereunder, permitting the Insurance Company 
to acquire $2,000,000 of 9 3/8% Senior Notes of The 
William C. Carte- Company (“Carter”). All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Pursuant to an order of the Commission issued on 
February 12, 1973 (investment Company Act Release 
No. 7665), corrected on February 27, 1973 (investment 
Company Act Release No. 7698), and amended on July 
28, 1976 (Investment Company Act Release No. 9371) 
(collectively referred to as the “Order”), the Insurance 
Company, which acts as investment adviser to State 
Mutual Securities, Inc. (“Fund”), a closed-end, diversi- 
fied investment company registered under the Act, is 
permitted to invest concurrently in each issue of 
securities purchased by the Fund at direct placement 
in an amount equal to the amount invested in such 
issue by the Fund and to exercise warrants, conversion 
privileges and other such rights at the same time and in 
the same amount as the Fund. The Order is subject to 
several conditions, one of which requires, generally, 
that purchases at direct placement of securities which 
would be consistent with the investment policies of the 
Fund be shared equally by the Insurance Company and 
the Fund. Another condition is that once the Insurance 
Company and the Fund have acquired interests in an 
issuer, neither the Insurance Company nor the Fund, 
unless otherwise permitted by order of the 
Commission, may acquire any further interest in such 
issuer or in any affiliated person of such issuer, or in 
securities issued by such issuer or affiliated person, 
other than interests in all respects identical. 


The Insurance Company states that it has made a 
commitment to purchase at direct placement 
$2,000,000 principal amount of a new issue of 
$10,000,000 of 93/8% Senior Notes due 1993 of Carter 
(“Notes”). The Insurance Company further states that 
the Insurance Company and the Fund each currently 
hold $2,375,000 principal amount of 8%% Senior 
Notes due 1989 issued by Carter in April, 1974 (“Out- 
standing Senior Notes”). The Insurance Company 
states that because the Notes will be long-term debt 
obligations and both the Insurance Company and the 
Fund presently hold some of the Outstanding Senior 
Notes, the Insurance Company may not, pursuant to 
the terms of the Order, individually purchase the Notes 
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unless it obtains a further Commission order expressly 


NOTICE IS FURTHER GIVEN that any interested 
permitting such acquisition. 


person may, not later than August 22, 1978, at 5:30. 
p.m., submit to the Commission in writing a reques — 


Section 17(d) of the Act and Rule 17d-1 thereunder pro- for a hearing:on the matter accompanied by a® 


vide that an affiliated person of a registered investment 
company, acting as principal, may not effect any trans- 
action in which such investment company is a joint 
participant without the permission of the Commission. 
In passing upon applications for orders granting such 
permission, the Commission will consider whether the 
participation of the investment company in such joint 
enterprise or arrangement on the basis proposed is 
consistent with the provisions, policies, and purposes 
of the Act, and the extent to which such participation is 
on a basis different from or less advantageous than 
that of other participants. 


The Insurance Company submits that its acquisition of 
the Notes would not be disadvantageous to the Fund 
and would be consistent with the provisions, policies 
and purposes of the Act. It is stated that the Fund 
currently has approximately 2.4% of its net assets 
invested in the Outstanding Senior Notes and that a 
further investment in Carter debt securities would 
expose the Fund to excessive risk in the credit of a 
single issuer. Therefore, the Notes are not considered 
to be an appropriate investment for the Fund, and the 
Board of Directors of the Fund has voted to decline 
participation in the proposed issue of Notes. 


It is further stated that Carter will be receiving signifi- 
cant new value in consideration for the Notes and that 
it will use a substantial portion of the proceeds from 
the issuance of the Notes to amortize outstanding 
indebtedness to banks. Issuance of the Notes will thus 
reduce Carter’s dependence upon short-term bank debt 
and extend the final maturity of such debt until 1993. 
Therefore, it is asserted that issuance of the Notes will 
provide Carter with improved financing capability and 
flexibility. 


The Insurance Company further states that the Notes, 
which will rank pari passu with the Outstanding Senior 
Notes and the debt owed to banks, will contain pro- 
visions prohibiting, respectively, their prepayment for 
a period of seven years and their repayment at any time 
with funds borrowed at a rate of interest less than 9 
3/8%. These provisions, it is submitted, will afford 
further protection to the holders of the Outstanding 
Senior Notes, which mature prior to the Notes. The 
Insurance Company concludes that its purchase of the 
Notes would not materially affect Carter’s ability to 
meet its obligation to the Fund on the Outstanding 
Senior Notes. Finally, the Insurance Company states 
that the Notes would be an attractive investment for it, 
and that it would be disadvantaged if it were not 
permitted to acquire a portion of these securities. 
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statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit or, in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10345/July 28, 1978 


In the Matter of 


MASSACHUSETTS FINANCIAL BOND FUND, INC. 
MASSACHUSETTS CASH MANAGEMENT TRUST 
MFS MANAGED MUNICIPAL BOND TRUST 
MASSACHUSETTS FINANCIAL HIGH INCOME TRUST 


MASSACHUSETTS FINANCIAL SERVICES COMPANY 
200 Berkely Street 


Boston, Massachusetts 02116 
and 


BRUCE S. OLD 

ARTHUR D. LITTLE, INC. 

Acorn Park 

Cambridge Massachusetts 02140 





(812-4268) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
6(c) OF THE ACT FOR EXEMPTION FROM SECTION 
2(a)(19) OF THE ACT 


NOTICE IS HEREBY GIVEN that Massachusetts 
Financial Bond Fund, Inc., Massachusetts Cash 
Management Trust, MFS Managed Municipal Bond 
Trust, and Massachusetts Financial High Income Trust 
(collectively, the “Funds”), Massachusetts Financial 
Services Company (“MFS”), and Bruce S. Old (“Old; 
referred to hereinafter together with the Funds and 
MFS as “Applicants”) have filed an application on 
February 1, 1978, and an amendment thereto on July 
27, 1978, pursuant to Section 6(c) of the Investment 
Company Act of 1940 (the “Act”) for an order of the 
Commission declaring that Old shall not be deemed to 
be an interested person, within the meaning of Section 
2(a)(19) of the Act, of the Funds or of MFS, by reason 
of his status as an officer and shareholder of Arthur D. 
Little, Inc. (“ADL”). All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


The Funds are open-end management investment 


companies registered under the Act. MFS serves as (1) . 


investment adviser for each of the Funds and (2) 
principal underwriter for each of the Funds except 
Massachusetts Cash Management Trust, a no-load 
Fund. Applicants assert that Old is a director or trustee 
of each of the Funds. 


In addition to those positions, Applicants assert that 
Old is a senior vice president of ADL and owns 120 
shares of its common stock out of 1,675,934 shares 
outstanding on June 30, 1977. ADL is a research and 
consulting organization serving industry, commerce, 
local, state and federal government entities, and 
foreign governments. ADL’s work for its clients 
includes research, development and engineering in the 
physical and life sciences, and management 
consulting and economic services. Applicants state 
that Old is not a director of ADL. 


Impact Securities Corporation (‘‘Impact”) is a 
broker-dealer registered under the Securities Exchange 
Act of 1934 and a member of the Boston, Midwest and 
New York Stock Exchanges. Applicants state that, 
prior to July 8, 1977, Impact was a wholly-owned 
subsidiary of ADL. On that date, Applicants assert, 
ADL sold its shares of Impact to Eugene E. 
Burlingame, Impact’s president. In 1976, Impact had 
gross revenues of about $1,036,488 out of total ADL 
gross revenues of approximately $86,221,000. The net 
1come of Impact was $22,270 compared to ADL’s net 
income of $3,459,000. Applicants assert that (1) Impact 


does not sell mutual Fund shares, and (2) Old is 
neither an officer nor a director of Impact. 


Pursuant to an operating agreement with ADL, Impact 
has agreed to use its best efforts to market certain ADL 
publications and services (the “Offerings”) provided by 
the Impact Services division of ADL to institutions 
which are in the business of dealing in securities for 
their own account or of managing securities 
investments for others. In addition, the agreement 
provides that ADL and Impact shall cooperate in the 
development and execution of a marketing and client 
maintenance plan relating to the Offerings. ADL is paid 
an annual subscription fee for the Offerings, and pays 
to Impact a commission of 15% of such fee for 
Offerings provided to Impact brokerage customers. The 
subscription fee for Offerings provided by ADL to 
Impact brokerage customers is paid by Impact to ADL 
in cash, and payment to Impact by its customers is 
made in the form of brokerage commissions. 


The Offerings are also marketed directly by ADL 
through its Impact Services division. Applicants assert 
that MFS subscribes to one of the Offerings and pays 
an annual subscription fee therefor of $7,000 directly to 
ADL in cash. MFS is not a customer of Impact and has 
represented in the application that it will not become 
an Impact customer. Therefore, Applicants state, no 
commission is or will become payable to Impact on 
account of the MFS subscription to the Offering and its 
payment to ADL of the annual fee therefor. 


Section 2(a)(19) of the Act, in pertinent part, defines an 
interested person of an investment company, invest- 
ment adviser or principal underwriter, as any broker or 
dealer registered under the Securities Exchange Act of 
1934 or any affiliated person of such broker or dealer. 
Section 2(a)(3) of the Act defines an affiliated person of 
another person to include any officer of such other 
person, or any person under common control with such 
other person. Applicants submit that if Impact, 
because of its business relationship with ADL, is 
regarded as the equivalent of an operating division of 
ADL, or if Old and Impact were deemed to be under 
the common control of ADL, Old would be an affiliated 
person of a registered broker-dealer and, conse- 
quently, an interested person of the Fund and MFS. 
Accordingly, Applicants request an order declaring 
that Old not be deemed to be an interested person, 
within the meaning of Section 2(a)(19) of the Act, of 
the Funds or of MFS by reason of his status as an 
officer and shareholder of ADL. 


Applicants represent that (1) none of the Funds has or 
will have any interest in or relationship with ADL or 
Impact, (2) MFS pays and will continue to pay for the 
Offering in cash and any other ADL Offering MFS 
subscribes to will be paid for in cash, and (3) brokerage 
on the Funds’ portfolio transactions will not be used by 


SEC DOCKET/527 





MEFS to pay for any Offering it subscribes to, and no 
portfolio brokerage on behalf of the Funds will be 
placed with Impact. 


MFS represents that brokerage on portfolio trans- 
actions of other registered investment companies 
served by MFS as investment adviser and principal 
underwriter will not be used by MFS to pay for any of 
the Offerings, and that no portfolio brokerage on behalf 
of such other registered investment companies will be 
placed with Impact. With respect to the portfolio 
securities of MFS’s investment advisory clients, other 
than the Funds and the other registered investment 
companies which it serves as investment adviser and 
principal underwriter, MFS represents that no broker- 
age-generating business will be placed with Impact 
except that MFS may place such business with Impact 
if directed to do so by such clients and if the aggregate 
amount of such business does not exceed $500,000 in 
any year. MFS asserts that there is no adverse effect on 
any of the Funds or such other registered investment 
companies or such investment advisory clients in MFS 
representing that no portfolio brokerage on their behalf 
will be placed with Impact because MFS believes that 
their portfolio brokerage needs can be completely 
satisfied, consistent with “best execution”, by broker- 
dealers other than Impact. 


Applicants claim that Old would be subject to no con- 
flicts of interest as a result of his relationship with ADL 
since his activities as a senior vice president of ADL 
would be unrelated to and independent of any business 
activities of the Funds or of MFS or of Impact. Neither 
Old nor ADL has any authority over or responsibility for 
the management or operation or Impact, and neither 
has any voice in its management. Accordingly, 
Applicants contend that Old is not in a position to, nor 
would he have any reason to, in any way act for or with, 
or to the detriment of, any of the Funds in connection 
with any portfolio securities transaction of any of the 
Funds. Further, Applicants contend that Old would be 
subject to no conflict of interest as a result of MFS’s 
business relationship with ADL since the amount paid 
annually by MFS for the Offering ($7,000) is de minimis 
when compared to ADL’s gross revenues. 


Applicants aver that Old is a man of great stature and 
recognized integrity, experience, and competence in a 
wide variety of fields. Applicants believe that it is in the 
public interest, as well as in the best interests of the 
Funds and their shareholders, that Old be permitted to 
serve as a disinterested director of the Funds. 


Section 6(c) of the Act provides, in part, that the 


Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security or transaction, or any class or classes of 
persons, securities or transactions, from any provision 
or provisions of the Act if and to the extent that such 
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exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and pro- 
visions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 22, 1978 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law pro- 
posed to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicants at the addresses stated above. Proof of 
such service (by affidavit, or in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 


Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10346/July 31, 1978 


In the Matter of 

LASTARMCO INC. 

501 South Main Street 

Abbeville, Louisiana 70501 

(811-1634) 

ORDER PURSUANT TO SECTION 8&(f) OF THE ACT 


DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 





Lastarmco Inc. (“Applicant”), a closed-end, non- 
_ diversified management investment company regis- 
tered under the Investment Company Act of 1940 
- (“Act”), filed an application on January 24, 1978, and 
an amendment thereto on June 20, 1978, pursuant to 
Section 8(f) of the Act for an order of the Commission 
declaring that the Applicant has ceased to be an invest- 
ment company as defined in the Act. 


On July 3, 1978, a notice (Investment Company Act 
Release No. 10306) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing, and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
the Applicant has ceased to be an investment company 
as defined in the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Lastarmco Inc., shall forthwith 
cease to be in effect. 


For the Commission, by the Division of Investmert 


Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10347/July 31, 1978 


In the Matter of 


INCOME TRUST FOR U.S. GOVERNMENT GUARAN- 
TEED SECURITIES 

Suite 204, Webster Building 

Concord Plaza 

3411 Silverside Road 

Wilmington, Delaware 19810 


(812-4309) 
NOTICE OF FILING OF APPLICATION PURSUANT TO 


‘JECTION 6(c) OF THE ACT FOR EXEMPTION FROM 
fHE PROVISIONS OF SECTION 22(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that Income Trust For U.S. 
Government Guaranteed Securities (“Applicant”), a 
diversified, open-end investment company registered 
under the Investment Company Act of 1940 (the “Act”), 
filed an application on May 10, 1978, and amendments 
thereto on July 7, July 25, July 27 and July 28, 1978, for 
an order pursuant to Section 6(c) of the Act granting an 
exemption from the provisions of Section 22(d) of the 
Act with respect to the proposed sale of Applicant’s 
shares at net asset value without a sales charge to 
participants in a proposed distribution reinvestment 
program. All interested persons are referred to the 
application on file with the Commission for a state- 
ment of the representations contained therein, which 
are summarized below. 


Applicant states that it was established as a business 
trust under Pennsylvania law by a Declaration of Trust 
as of December 17, 1976. The application states that 
Applicant was formed for the purpose of investing in 
and managing a portfolio of securities issued or 
guaranteed by the U.S. Government or its agencies (the 
“Securities”); and that the Securities invested in by 
Applicant are primarily mortgage-backed Securities of 
the modified pass-through type fully guaranteed as to 
principal and interest by the Government National 
Mortgage Association, although up to 20% of the port- 
folio may be other types of Securities issued or guaran- 
teed by the U.S. Government or by its agencies. The 
application further states that Applicant is designed for 
individuals and institutions seeking high current 
income with liquidity and security of principal. 


The application further states that Loeb Rhoades, 
Hornblower & Co. (“Loeb Rhoades, Hornblower”) 
serves as the exclusive distributor of Applicant’s 
shares, and as Administrator of Applicant, under an 
Administration and Distribution Agreement; that Provi- 
dent Institutional Management Corporation, a wholly- 
owned subsidiary of the Provident National Bank, 
(“Provident”), serves as investment adviser to Appli- 
cant; and that Provident serves as a sub-adviser. 


Applicant also states that the minimum initial invest- 
ment in its shares (including the applicable sales 
charge) is $1,250, and that subsequent investments 
may be made through authorized dealeers in the 
minimum amount of $1,000, or by mail directly to The 
Bank of New York in the minimum amount of $100. 
Applicants state that the public offering price of its 
shares consists of their net asset value plus a sales 
charge, as follows: 


(Table on top of next page) 


Proposed Distribution Reinvestment Program 


According to the application, Loeb Rhoades, Horn- 
blower is a sponsor and underwriter of Government 
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Sales Charge as 

a Percentage of 
the Offering Price 
(Amount Inve: ted) 


On Purchases 


Of at Least But Less Trin 


Sales Charge as 

a Percentage 

of the Net Asset 

Value (Amount Received 
by the Fund) 








$100 $ 50,000 
$50,000 $100,000 
$100,000 $250,000 
$250,000 $500,000 
$500,000 


or more 


Securities Trust, GNMA Series 1 and subsequent 
Series (“Trusts”), a series of unmanaged unit invest- 
ment trusts registered under the Act. The principal 
objectives of the Trusts are preservation of principal 
and current monthly distributions of interest and 
principal (including prepayment and redemption 
proceeds, if any) through an investment in a diversified 
portfolio consisting primarily of mortgage-backed obli- 
gations of the modified pass-through type fully 
guaranteed as to principal and interest by the Govern- 
ment National Mortgage Association; in addition, up to 
20% of each of the Trusts may consist of other types of 
obligations on which the payment of principal and 
interest is also backed by the full faith and credit of the 
United States. 


The public offering price of a unit of undivided interest 
of the Trusts (“Unit”) is equal to the aggregate offering 
price of the underlying obligations, divided by the 
number of Units outstanding, plus a sales charge equal 
to 3.5% of the public offering price. 


Applicant proposes to permit holders of Units of the 
Trusts to purchase shares of Applicant at net asset 
value, without a sales charge, by reinvestment of 
distributions from the Trusts. Applicant states that 
there would be no initial or subsequent minimum 
investment applicable to such purchases; that all Unit- 
holders of the Trusts will be eligible to participate in 
the distribution reinvestment program and will be 
furnished a prospectus of Applicant and a form of 
notice of election; and that such notice of election 
must be used by Unitholders to elect to participate in 
the program or to specify the basis of such partici- 
pation (both distributions of interest and distributions 
of principal and capital gains, if any, or either type of 
such distributions) and must be received at least ten 
days prior to a record date applicable to any distri- 
bution in respect of the Units in order for the election 
to be in effect as to such distribution. Applicant further 
states that an election to participate in the program will 
be effective until revoked in writing by the participant. 
Under Applicant’s proposal, expenses of offering the 
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2.5% 
2.0% 
1.5% 
1.0% 

5% 


2.56% 
2.04% 
1.52% 
1.01% 

50% 


distribution reinvestment program to Unit holders of 
the Trusts will be borne by the sponsors as principal 
underwriters of the Trusts; however, once a Unit holder 
elects to participate in the distribution reinvestment 
program, his account will be handled and the expenses 
thereof borne in the same manner as the account of any 
other shareholder of Applicant. 


Section 22(d) of the Act provides, in part, that no 
registered investment company shall sell any redeem- 
able security issued by it to any person except either to 
or through a principal underwriter for distribution or at 
acurrent offering price described in the prospectus and 
that, if such class of security is being currently offered 
to the public by or through an underwriter, no principal 
underwriter of such security and no dealer shall sell 
any such security to any person except a dealer, a 
principal underwriter, or the issuer, except at a current 
public offering price described in the prospectus. 
Applicant asserts that it will be unable to implement 
the foregoing reinvestment program unless that 
program is exempted from the provisions of Section 
22(d). Accordingly, it seeks such an exemption. 


Applicar: argues that the largest part of a sales charge 
on mutual fund shares is attributable to soliciting a 
customer initially, ascertaining his financial require- 
ments and counseling him on investments; that, where 
the customer has already been solicited and his 
financial requirements have been ascertained, the 
sales costs are reduced; and that it is desirable to pass 
the cost savings on to the investor. Applicant contends 
that Unitholders desiring to reinvest distributions from 
the Trusts in Applicant’s shares are investing in a 
product substantially similar to that offered by the 
Trusts, and that they made their basic investment 
decision with respect to that product when they made 
their investments in the Trusts. At present, Applicant 
states that it is believed that there is little or no 
additional sales cost that could be allocated to the 
purchase of shares by such Unitholders througf. 
reinvestment of distributions from the Trusts, and that, 





accordingly, such investors, rather than Applicant’s 
Distributor, should receive the benefit of lower sales 
costs to the Distributor through reinvestments at net 
asset value rather than with payment of a sales charge. 


The application states that Applicant reserves the right 
to redeem shareholder accounts the aggregate net 
asset value of which is less that $1,000 in order to 
eliminate the fixed costs incurred by Applicant in 
maintaining these accounts. In addition, as noted 
above, Applicant has a minimum required initial invest- 
ment and subsequent investments. Applicant asserts, 
however, that it is appropriate not to impose such 
minimum initial or subsequent investment require- 
ments on participants in the reinvestment program 
since the fixed costs it incurs in maintaining those 
accounts are expected to be substantially mitigated for 
several reasons. Among those reasons are that since 
all reinvestments by holders of units in one of the 
Trusts will be made on the same day of each month, a 
relatively large amount of proceeds will be received at 
once, rather than a large number of small investments 
occurring at erratic times; this fact will permit Appli- 
cant to invest all the proceeds from the month’s 
reinvestments at once, thus obtaining the transactional 
benefits of a relatively large purchase of securities. 


In addition, the proposed plan would provide a broad 
case of investors with ready cash to be invested and 
would help assure Applicant of a positive cash flow, 
thereby serving the best interests of Applicant and its 
shareholders in several ways. First, Applicant asserts, 
its operating expenses will not vary proportionately 
with asset size, so that a growing asset base would 
tend to reduce the per share cost of operations borne 
by shareholders. Moreover, Applicant argues, positive 
cash flow would assist Applicant in meeting share 
redemptions without disturbing its established 
investment positions, and would enhance investment 
flexibility by reducing the proportion of assets which 
Applicant would be required to devote to cash reserves 
and would also permit the gradual build-up of invest- 
ment positions. 


Section 6(c) of the Act, provides, in part, that the 
Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities, or transactions from any provision 
of the Act, if and to the extent such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
oerson may, not later than August 23, 1978, at 5:30 
D..m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 


ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit, or in the case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the 
Commission’s own motion. Person who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10348/August 1, 1978 


In the Matter of 


NARRAGANSETT CAPITAL CORPORATION 
40 Westminster Street 
Providence, Rhode Island 02903 


TIME INCORPORATED 
Time & Life Building 
Rockefeller Center 

New York, New York 10020 


and 

AMERICAN TELEVISION AND 
COMMUNICATIONS CORPORATION 

20 Inverness Place East 

Englewood, Colorado 80110 


(812-4298) 
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ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED MERGER FROM THE PRO- 
VISIONS OF SECTION 17(a) OF THE ACT, AND 
PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER PERMITTING PARTICIPA- 
TION IN PROPOSED MERGER 


On July 7, 1978, notice was given (Investment Com- 
pany Act Release No. 10316) of an application filed on 
April 27, 1978, and amended on June 22, 1978 and July 
6, 1978, by Narragansett Capital Corporation 
(“Narragansett”), registered under the Investment 
Company Act of 1940 (“Act”) as a closed-end, non- 
diversified management investment company, Am- 
erican Television and Communications Corporation 
(“ATC”), and Time Incorporated (“Time”), for an order 
of the Commission, pursuant to Sections 17(b) and 
17(d) of the Act and Rule 17d-1 thereunder, (1) 
exempting from the provisions of Section 17(a) of the 
Act a proposed merger (“Merger”), of ATC into Time 
Television and Communications, Inc., a wholly-owned 
subsidiary of Time, and (2) permitting participation in 
the Merger by certain of Narragansett’s directors. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found, on the 
basis of the information stated in the application, that 
the terms of the Merger, including the consideration to 
be paid or received, are reasonable and fair and do not 
involve overreaching on the part of any person con- 
cerned, and that the Merger is consistent with the 
policy of Narragansett and with the general purpose of 
the Act. It is further found, on the basis of such in- 
formation, that the participation of Narragansett in the 
Merger is consistent with the provisions, policies and 
purposes of the Act and is not on a basis less ad- 
vantageous than that of other participants. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 17(b) of the Act, 
that the Merger be, and hereby is, exempted from the 
provisions of Section 17(a) of the Act, effective forth- 
with, and 


IT IS FURTHER ORDERED, pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder, that said applica- 
tion to permit the joint participation of Narragansett 
and certain of its directors in the Merger be, and hereby 
is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10349/August 1, 1978 


In the Matter of 


AETNA FUND, INC. 
151 Farmington Avenue 
Hartford, Connecticut 06156 


(811-1951) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On June 26, 1978, a notice was issued (Investment 
Company Act Release No. 10290) stating that AEtna 
Variable Fund, Inc. (‘Applicant’), an open-end 
management investment company registered under the 
Investment Company Act of 1940 (“Act”), filed an ap- 
plication pursuant to Section 8(f) of the Act on 
February 17, 1978, for an order of the Commission de- 
claring that AEtna Fund, Inc. (“Fund”), which merged 
with and into Applicant on December 31, 1977, has 
ceased to be an investment company. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
Fund has ceased to be an investment company. 
Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of AEtna Fund, Inc., shall forth- 
with cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10350/August 1, 1978 


In the Matter of 





PURITAN FUND, INC. 
and 


FIDELITY MANAGEMENT & RESEARCH COMPANY 
82 Devonshire Street 
Boston, Massachusetts 02109 


(812-4308) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING A PROPOSED EXCHANGE OF SHARES 
FROM THE PROVISIONS OF SECTION 22(c), 22(d), 
AND RULE 22c-1 THEREUNDER AND PURSUANT TO 
SECTION 17(d) AND RULE 17d-1 THEREUNDER 
PERMITTING CONSUMMATION OF CERTAIN PRO- 
POSED TRANSACTIONS 


On June 22, 1978, a notice was issued (Investment 
Company Act Release No. 10287) of an application 
filed on May 8, 1978, by Puritan Fund, Inc. (“Puritan”), 
registered under the Investment Company Act of 1940 
(“Act”) as an open-end, diversified management in- 
vestment company, and Fidelity Management & Re- 
search Company (“FMR”), investment company, and 
Puritan, for an order of the Commission pursuant to 
Section 6(c) of the Act exempting from the provisions 
of Section 22(c), Rule 22c-1 and Section 22(d) of the 
Act the proposed exchange of Puritan shares at net 
asset value without a sales charge and at a price other 
than the price next determined after receipt of a 
purchase order for substantially all of the assets of 
Marr Co. (“Marr”), a personal holding company, and for 
an order pursuant to Section 17(d) of the Act and Rule 
17d-1 thereunder permitting an agreement between 
Puritan and FMR calling for Puritan and FMR each to 
bear one-half of Puritan’s out-of-pocket expenses 
related to the above proposed exchange of shares up to 
a maximum of $5000, and for all of such out-of- 
pocket expenses in excess of $5000 to be borne by 
FMR. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
granting of the requested exemption is appropriate in 
the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act, and that the participa- 
tion by Puritan in the proposed transactions is con- 
sistent with the provisions, policies and purposes of 
the Act and is not on a basis less advantageous than 
that of any other participant. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Section 6(c) of the Act, that the application for ex- 
emption from the provisions of Section 22(c), Rule 
22c-1 and Section 22(d) of the Act, to the extent 
requested, be, and hereby is, granted, effective forth- 
with. 


IT IS FURTHER ORDERED, pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder, that said applica- 
tion to permit the consummation of the proposed 
transactions between Puritan and FMR, be, and hereby 
is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10351/August 2, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5953/August 2, 1978 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10352/August 2, 1978 


In the Matter of 


CENTURY SHARES TRUST 
CST DISTRIBUTORS, INC. 

111 Devonshire Street 

Boston, Massachusetts 02109 


F.L. PUTNAM & COMPANY, INC. 
50 Congress Street 
Boston, Massachusetts 02109 


MASSACHUSETTTS CAPITAL DEVELOPMENT FUND, 
INC. 


MASSACHUSETTS FINANCIAL DEVELOPMENT 
FUND, INC. 


MASSACHUSETTS INCOME DEVELOPMENT FUND, 
INC. 


MASSACHUSETTS INVESTORS GROWTH STOCK 
FUND, INC. 


MASSACHUSETTS INVESTORS TRUST, INC. 
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MASSACHUSETTS FINANCIAL SERVICES, INC. 


MASSACHUSETTS FINANCIAL SERVICES COMPANY 
200 Berkeley Street 
Boston, Massachusetts 02116 


and 

VANCE, SANDERS COMMON STOCK FUND, INC. 
VANCE, SANDERS INCOME FUND, INC. 

VANCE, SANDERS INVESTORS FUND, INC. 
VANCE, SANDERS SPECIAL FUND, INC. 


VANCE, SANDERS & COMPANY, INC. 
One Beacon Street 
Boston, Masachusetts 02108 


(812-3541) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING PROPOSED TRANSACTIONS FROM THE 
PROVISIONS OF SECTION 22(d) OF THE ACT AND 
RULE 22d-1 THEREUNDER 


On July 7, 1978, notice was given (Investment Com- 
pany Act Release No. 10315) of an application filed on 
December 7, 1973, and amended on June 26, 1978, by 
Century Shares Trust, Massachusetts Capital Develop- 
ment Fund, Inc., Massachusetts Financial Develop- 
ment Fund, Inc., Massachusetts Income Development 
Fund, Inc., Massachusetts Investors Growth Stock 
Fund, Inc., Massachusetts Investors Trust, Inc., 
Vance, Sanders Common Stock Fund, Inc., Vance, 
Sanders Income Fund, Inc., Vance, Sanders Investors 
Fund, Inc., and Vance, Sanders Special Fund, Inc. 
(collectively referred to as the “Funds”); and F. L. 
Putnam & Company, Inc., CST Distributors, Inc., 
Massachusetts Financial Services, Inc., Massa- 
chusetts Financial Services Company and Vance, 
Sanders & Company, Inc. (collectively referred to as 
the “Principal Underwriters”) pursuant to Section 6(c) 
of the Investment Company Act of 1940 (“Act”) for an 
order of the Commission exempting the Funds and the 
Principal Underwriters from the provisions of Section 
22(d) of the Act and Rule 22d-1 thereunder in con- 
nection with an accumulation privilege for certain tax- 
exempt organizations. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
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the granting of the application is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy © 
and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Section 22(d) of the Act and Rule 22d-1 thereunder, 
to the extent requested, be, and hereby is, granted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 635/August 2, 1978 


SEE 


SECURITIES ACT OF 1933 
Release No. 5953/August 2, 1978 





LITIGATION 





Litigation Release No. 8481/July 28, 1978 


SEC v. PRICE, ALLEN & STEVENS, INCORPORATED, 
ET. AL. 
(N.D. Ohio, Civil Action No. C-78-868) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office, and Orazio Sipari, Attorney in Charge 
of the Cleveland Branch Office, of the Securities and 
Exchange Commission, announce that on July 19, 
1978, the Commission filed a civil injunctive action in 
the United States District Court for the Northern 
District of- Ohio, Eastern Division at Cleveland, Ohio, 
against Price, Allen & Stevens, Incorporated (PAS, 
Inc.); Price, Allen & Stevens Securities Corporation 
(PAS, Securities); First Guaranty Leasing Corporation 
(First Guaranty Leasing); Thomas Price Flynn (Flynn); 
Richard Allen Daniels (Daniels); and John Stevens 
Kackloudis (Kackloudis). 


The complaint alleges that the defendants, head- 
quartered in Pepper Pike, Ohio, violated the registra- 
tion and fraud provisions of the Federal securities law: 
in the offer and sale of securities, namely, investment 





contracts in the form of furniture and office equipment 
lease agreements to investors residing in Ohio, 
Michigan, Illinois, and Pennsylvania. 


The complaint further alleged that defendants PAS, 
Inc., Flynn, Daniels, and Kackloudis also offered and 
sold a certain security, namely, PAS, Inc. Managed 
Fund in violation of the registration and fraud pro- 
visions of the Federal securities laws. 


Simultaneously with the filing of the Commission’s 
complaint, Judge Robert B. Krupansky signed an order 
of permanent injunction enjoining the defendants from 
further violations of the registration and antifraud pro- 
visions of the Federal securities laws. The defendants 
consented to the entry of the final judgment of 
permanent injunction without admitting or denying the 
allegations set forth in the Commission’s complaint. 





Litigation Release No. 8482/July 28, 1978 


SEC v. THE BOEING COMPANY 

Civil Action No. 78-1383 

(United States District Court for the District of 
Columbia) 


The Securities and Exchange Commission today an- 
nounced the filing of a civil injunctive action in the 
United States District Court for the District of 
Columbia seeking to enjoin The Boeing Company 
(“Boeing”) from further violations of Sections 10(b) 
(antifraud), 13(a) (reporting) and 14(a) (proxy) of the 
Securities Exchange Act of 1934 (“Exchange Act”) and 
the rules thereunder. 


Simultaneously with the filing of the complaint, 
Boeing has consented to the entry of a judgment of 
permanent injunction without admitting or denying the 
allegations in the complaint. Boeing also filed with the 
Commission a report on Form 8-K which describes in 
greater detail the transactions referred to in the 
complaint. 


The complaint alleges that since about 1971, Boeing 
engaged in an undisclosed course of business whereby 
(1) it made payments of approximately $27 million to 
seven officials of foreign governments or instrument- 
alities thereof and approximately $6 million to four in- 
dividuals, or entities controlled by them, who were 
officers of controlling shareholders of foreign airlines, 
in connection with the sale of Boeing airplanes; (2) 
Boeing entered into contractual arrangements with 
arious consultants and commission agents pursuant 
to which Boeing disbursed at least $19 million without 


adequate records and controls sufficient to insure that 
such disbursements were actually made for the pur- 
poses indicated or that services were received by 
Boeing commensurate with the amounts of such dis- 
bursements; (3) Boeing executed multiple consulting 
contracts with foreign consultants which facilitated the 
payments of large sums of money into accounts main- 
tained by such foreign consultants outside their home 
country; and (4) in two instances Boeing represented 
to a foreign government or an instrumentality of a 
foreign government that it would not pay commissions 
to any person when, in fact, it did pay substantial com- 
missions. 


The complaint further alleges that as part of the afore- 
said conduct, Boeing, in filings with the Commission 
and in reports and statements disseminated to the 
public, failed to disclose: 


(a) payments to officials of foreign 
governments or instrumentalities thereof; 


(b) payments to officers of controlling 
shareholders of foreign airlines; 


(c) that Boeing did not make and keep 
books, records and accounts which 
accurately reflected the transactions and 
dispositions of such payments; 


(d) the extent to which Boeing funds 
were or could be disbursed without the 
application of adequate accounting or audit- 
ing procedures or sufficient controls to 
insure that such disbursements were 
actually made for the purposes indicated in 
the books and records of Boeing; 


(e) that Boeing did not document the 
services certain consultants and commis- 
sion agents provided, if any, and did not 
document, to the extent that any services 
were rendered, whether they were commen- 
surate with the payments made by Boeing; 


(f) that Boeing utilized dual consulting 
contracts designed to facilitate the payment 
of large sums of money into accounts 
maintained by certain of its foreign consul- 
tants outside their home country; 


(g) the direct role of Boeing’s senior 
officials in the above-described undisclosed 
course of business; and 


(h) the material business risks in connec- 
tion with the sale of Boeing airplanes by 
means of the activities alleged herein. 
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in addition, the settlement of this matter requires, 
among other things, that a special review committee of 
Boeing’s Board of Directors, assisted by an outside 
special counsel, shall conduct a complete investiga- 
tion of corporate funds used for the purposes alleged 
in the complaint and file a report of the findings of the 
investigation with the Commission. 





Litigation Release No. 8483/July 28, 1978 


SEC v. VINCENT A. SFISCO 
(S.D.N.Y., Civil Action No. 77 Civ 5313 CLB) 


The Commission announced today that on July 20, 
1978, the Honorable Charles L. Brieant, Jr., United 
States District Judge for the Southern District of New 
York, entered a Final Judgment of Permanent Injunc- 
tion on Consent of Vincent A. Sfisco (“Sfisco”). Sfisco 
consented to entry of the Final Judgment without 
admitting or denying the allegations in the 
Commission’s complaint. 


Under the Final Judgment, Sfisco is permanently en- 
joined from further violations of antimanipulative and 
antifraud provisions of the Securities Exchange Act of 
1934 (15 U.S.C. §§78i(a) and 78j(b)), and rule 10b-5 
thereunder. In the Complaint, Sfisco was charged with 
violating these provisions of the law, in connection 
with purchases and sales for his own accounts and 
those he managed of the common stock of Inter- 
national Systems and Controls Corp. 





Litigation Release No. 8484/August 2, 1978 


SEC v. WINTERS GOVERNMENT SECURITIES COR- 
PORATION, et al. 


(S.D. Fla., Civil Action No. 77-6345-JLK) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office, and William Nortman, Associate Regional 


Administrator of the Miami Branch Office of the 
Securities and Exchange Commission, jointly 
announced that Winters Government Securities Cor- 
poration (“WGSC”), Winters & Co., Inc. (“Winters & 
Co.”), Kenneth B. Winters (“Winters”) and Paul E. Van 
Dusen (“Van Dusen”) of Ft. Lauderdale, Florida have 
consented to the entry of Orders of Permanent Injunc- 
tion By Consent enjoining them from further violations 
of Section 17(a) of the Securities Act of 1933 and 
Section 10(b) of the Securities Exchange Act of 1934, 
and Rule 10b-5 thereunder. 


The Commission, in its complaint filed August 15, 
1977 alleged that WGSC, Winters & Co., Winters and 
Van Dusen, the President and executive Vice President 
respectively and principals thereof, violated the anti- 
fraud provisions of the federal securities laws in con- 
nection with the offer, purchase and sale of 
government securities, primarily Government National 
Mortgage Association (“GNMA”) mortgage-backed 
securities to national and state banks, savings and 
loan associations and credit unions. The defendants, 
without admitting or denying the allegations set forth 
in the Commission’s complaint have consented to the 
entry of permanent injunctions. 


The Commission has also (1) obtained a representation 
that Winters will not become associated with any 
broker-dealer including broker-dealers engaged ex- 
clusively in effecting transactions in exempt securities ~ 
for a period of one year, and in the event such a 
representation is breached, it may then _ institute 
administrative proceedings against Winters based on 
the aforesaid injunction in which certain evidentiary 
material is to be admissible without objection; (2) 
instituted public administrativ proceedings against 
Van Dusen and upon the acceptance of his offer of 
settlement, suspended him for 40 days from associa- 
tion with any broker-dealer including broker-dealers 
engaged exclusively in effecting transactions in 
exempt securities, investment adviser or investment 
company and barring him from association in a super- 
visory capacity, provided that after eighteen months he 
may apply to the Commission for permission to be- 
come re-associated in a supervisory capacity and (3) 
cancelled the registration of Winters & Co. The de- 
fendants consented to the findings and sanctions 
without admitting or denying the allegations against 
them. For further information see Litigation Release 
8067, dated August 15, 1977. 
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